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GHAPTER T 
THE PROBLEM AND ITS SCOPE 


The Problem 

The purpose of this study was to examine the incentive 
programs used in Industry, and to determine which ones could 
be adapted for use in the United States naval service. In 
the course of this pursuit, 1t was necessary to etudy the 
financial and non-financial incentives employed in Industry, 
to examine the incentives which are currently used in the 
Navy, and to etudy the proposed legislation which will affect 


the naval service in the immediate future. 


Need for the Study 
Today, the United States Navy is faced, as are the 
other uniformed branches of the government, with @ eritical 
manpower problem. World Wax IT is still fresh in the menory 
of all of us. With the end of hostilities, millions of men 

left the naval service to return to civilian occupations, 
eager to regain thelr former places in the civilian economy. 
And many of them filled the air with their denunciations 
of all things wilitary. Those who remained in the naval 
service were tired and exhausted after almost four years of 
fighting the enemy. The Navy, to get the necessary manpower 
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2 
to man the post-war fleet and shore-establisihment, offered 
many inducements to get new enlistees and extensions of en- 
listments. In this effort, it was less than successful. 
Quotas were filled, but to attain. this end, it was necessary 
to lower the minimum reguirements of enlistees. 

In June 1946, the Bikini atomic bomb tests were con- 
ducted; mary theusands of men who had contemplated early re- 
joimment with their fanilies were forced to spend many more 
months in the Pacific, separated from homes and families. 
Thus many more men were lost to the service when their en- 
listments expired. 

With the end of the war, the civilian Gemands for the 
necessities and luxuries of life were umoounded. Unlimited 
purchasing power was evallable, but the supply of gocds was 
meager. As a result, civilian employment figures reached 
new heights, exceeding themselves in each succeeding year 
until the work force reached the stasgering fisure of sixty 
two million people, with @ seasonal employment of seventy 
miilion people in 1947. The United States had reached the 
often talked of seal ef full employment. With such giitter- 
ing promises of good wages in private industry, with a round 
of increases every year, many servicemen who had planned 
on making the Navy @ career, elther resigned their comais- 
lenge in the case of officers, or did not reenlist in the 
case of the men. The oft repeated stories of the “new pay 


bill," first mentioned late in 1945, did not become a reality, 
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3 
and many lest faith in a Navy career, and were separated from 
the service. 

The Wavy, like Industry, is a buyer of manpower, and 
is in direct competition with Industry. In the industrial 
world, different industries are in keen competition with 
each ather for capable, intelligent, and industrious employ- 
ees. With the advent of collective bargaining as required 
by the National Labor Relations Act (Wagner-Connery Act) 
passed on July 5, 1935, the wages, hours and working condi- 
tions of the American laboring force have reached the long 
sought for goals of the American labor movement. Upon the 
passage of the Act there has been inaugurated a new era in 
labor-nanarement relations. This era has ushered in a new 
scale of wages, improved working conditions and hours of 
work--the best in the history of man. 

This revolution in industry has been paralleled by 
equally revolutionary conditions in the Navy. With the 
advent of high speed aircraft, long ranging airplanes and 
submarines, high speed surface vessels with their complex 
engineering and fire~control systems, end all these branches 
augmented by electronic mechanisms of tne most complex sort, 
the type of man to usefully operate these veasels and ecuip- 
ment has radically changed. The Navy man of today is no 
longer a “gob” or a “tar.” He must be keenly intelligent, 


interested, alert, and resourceful to get the most effective 
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ee 
results from these complex machines of wae. Utilising man 
power of inferior quality would negate the acvancee which 
tie selentists have mage in the fields of research and de- 
velopment. By the same token, the present day naval officer 
45 no longer 2 drill master or a watch stander. He must 
have vision and foresight te plan, train, and develep the 
men and machines under his supervision. He must also have 
a keen understanding of the operation, care anc upkeep of the 
complicated equipment for which ne is respomeiblie. it is 
Gbylous, then, umder these new conditions, that the officers 
and men of the Navy must be motivated to not only meet the 
minimum stende de, bub also a driving force must be provided 


to motivate them to give tieir pest at all times, under all 


Decause of the competition eof competent lazcr and the 
antipathy teward navel service ag &@ result of the recent war, 
the changes in Industry which provide better opportunities 
for advancement, and the need for men of the hisrest saliher 
to man our chips todey, thiz study was made to find incentives 
which will induce men inbe the naval service, keep them in 
the Service as a career, and motivate them tc prceduce their 


best under 211 conditiens. 


Delimitations 


This study did not include any of the wage inventive 
systens employed by Industry in repetitive work such as the 
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Gantt task and bonus system, the Halsey or Rowan premium plans, 
the Emerson increased efficiency plan, the Yennerlund group 
bonus plan, the Taylor differential piece rate plan, or the 
Bedaux point premium peyment plan, to mention only a few. 
There are many wace-payment plans in Industry for use in 
repetitive industries, which enccourage men to exert their 
best efforts, and to pay them increased pay for increased 
effort. As there are very few comparable jobs in the Navy 
which duplicate the repetitive conditions as found in Industry, 
these aspects were not investisated. 

This study tneluded only the present-day policies, 
that is, those which were employed just prior to the war, 
those during the war, and those which have crystallised since 
the wer. 

Data or surveys recently published have a time lag 
from one te two years. This time element is required to 
gather and correlate the data. Thus a survey published in 
1943 would reflect conditions existing in 1946 or 1947. 
There has not been much data collected or published since 


the war, so in many cases, only trends were indicated. 


Definitions 

There are many definitions of incentive eystems. Many 
are very restrictive, being limiteaG to wage payment plans 
as is done by the Industrial Relations Division, U. 3S. De- 


partment of Labor (21:1) which defines an incentive as 


e 

a a Fe ed tee Pet 
ee ee 
— © ae eee eee ee eee ee ee ee 








- 





ot a i ee A eg ee Set rere fe 
i) 
ee ee 








ee ee 
— os a oe a yer oe 

ee 
ce « atte ® ae (060) ae & oer 














6 
“a methed of payment by which earnings fluctuate sore or 
less in accordance with actual output, thus providing an 
inmediate financial stimulant to increase effort and output 
by individual workers." However, a broader definition is 
advocated by Scott et a1 (35:305), and is the accepted der- 
inition as used in this study: 


incentives may be classifled as positive 
and negative. Positive incentives are those agree- 
able factore associated with a work situation that 
prompt a worker to strive to achleve or excel the 
standards or objectives set for him. Nesative 
incentives are those disagreeable factors in a 
work Situation to avoid which the worker strives 
to meet the standards set for him. Positive in- 
eentives include the wage, expected promotion, 
continuity of employment, preference in case of 
lay-off; approval of the supervisor, fellow work-~ 
men, and the community; competition with others 
and the worker's own previous record]; the worker's 
own sense of fair play and henesty in relation to 
rendering a just service for the total considera- 
tion given him by hie employer, associates, and 
the community. Negative incentives include fear 
of layoff, diechargze, reduction of wage, disap- 
proval of employer and fellow workmen, and the 
sting of the worker's conscience for not having 
lived up to his expected possibilities. 


Previous Research 
45 far as could be discovered, a very limited amount 


of research has been done in this field, although it is worthy 
ef a great deal of study. 

Becton in 1948 (5) at Northwestern made a comparative 
Study of suggestion systems employed in Industry and the Navy, 
and Hobbs (18) at Stanford investigated the motivation of 


enlisted personnel in the Navy. However, the latest and 





¢ 

most exhaustive study in this area wac made by the Hook Conm- 
mittee, (1) the A@visory Commission on Service Pay. This 
committee of prominent industrialists and public figures 
was requested by the Secretary of Defense (1:vii) “to furnish 
me with a comprehengive study and with recommendations con- 
eerming every significant phase of a sound system of compen- 
sation for persons at all levels, and in all branches, of 
the Armed Service, and aise for those engaged in comparabie 
work in the Coast Guard, the Public Health Service and the 
Coast and Geodetic Survey. | 

If the recomendations of the Hook Committee become a 
part of new legislation, its impact ane effect on salary and 
wage administration in the Navy will be revolutionary. It 
was this consideration which necessitated ite inclusion in 


this study. 
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CHAPTER IT 
PROPIT SHARING 


Definition 

Profit sharing has been defined by the Coumcil of Profit 
Sharing Industries (13:xi1), ‘as amy procedure wder which an 
employer pays to all employees, in addition to sood rates of 
regular pay, Special current or deferred sums, based not only 
upon individual or group performance, but on the prosperity 


of the business aps a whole.” 


Philosophy 

This Council, which is composed of cormanies utilizing 
profit sharing plans, has set up a declaration of principles 
(13:x411) which ineludes the following: that the essential 
factor of economic Life is the human person; that profit 
sharing affords a weans of cranting workers freedom of op- 
portunity to participate in the rewards of their cooperation 
with capital and management; that well planned profit sharing - 
is the best means of developing group ceoperation and effi- 
cleney; that widespread profit sharing should assist in 
stabliiging the economy; that management is responsible for 
a fair relationship between prices, pay, and profits; that 
the enly solution to industriel strife is the furtherance 
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% 
or the true spirit of partnership, which sound profit shar- 
ing engenders; and that the Council is dedicated to the prin- 
eiple of extending profit sharing, not as a panacea, but as 
a@ Sincere desire of management to be fair, and the faith of 
management in the importance, dignity, and response of the 
human individual. Thus profit sharing has put into practice 
the philosophy which holds that labor is not a cormodity, 
but people. This philosophy, which denies thet there are 
classes in cpposition to each other, rejects the Comeunistic 
concept of the class struggle, and believes that the worker, 
manager, and owner should be united for the common benefit 
of all. It is the belief and cormerstone of profit sharing 
that it creates teamwork, which raises individual productiv-~- 


ity, which in turn naturally increases profits. 


Economics of Profit Sharing 
ine first economic effect claimed for profit sharing 





by its advocates is lowered unit costs, created by full coop- 
eration of workers, and their participation in the benefits 
of increased output. As a corollary, it is claimed waste, 
breakawze and spollare are reduced to a minimum. This in- 
creased efficiency has resulted in raising productivity as 
much as 40%, which has preduced increased earmings of 60% 
above the average of the industry. This increased produc- 
tivity has made possible the reduction of prices to the 


ultimate consumer between 30-405 (13:11). 
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10 

So give an example of this claim, J. F. Lincoln, Pres- 
ident of the Lincoln Electric Co., one of the perticipating 
companies on the Council, was quoted by the Associated Press 
in the Washington, D. C. SUNDAY STAR (40:A32) as follows: 

Our plan has not only increased wages, but 

aiso has recuced the selling price of producta to 

leas than half that of comparable products in the 

marke¢--the average product output per worker this 

year was $29,725 compared with $6,895 per employee 

of three other large electrical manufacturers. If 

ali industry should adopt a comparable incentive 

system, and it was as succesaful as in the case 

of our company, the standard of living of all peo- 

ple would be quadrupled. All friction between so- 

called labor and management would disappear. The 

threat of Commmisam would be entirely removed and 

the satisfaction of all workers would be greatly 

enhanced. 

The occasion for this statement by Mer. Lincoln was the 
distribution of $3,921,973 in profits to 1,097 workers in 
December, 1943. The annual-incentive profit shearing checks 
averaged $3,392 per worker. It approximately doubled the 
employees' 1948 earnings. The plan at the Lincoln Electric 
Co. has been in effect since 1933. At the same time as this 
announcenent was made, the employees received a 3% general 
hourly wage cut, as the basic hourly wage is seared to the 
Bureau of Labor Statistics Consumer Price Index, which had 
dropped 3.1 points for the Cleveland area between August 15 
and November 15, 1948. This is a non-union company. 

A second claim for profit sharing is that if 16 were 
acgapted on a wide scale, it would offset the severity of 
the booms and recessions of the economy, as profit sharing 


neips in flexibility and adjustment to actual conditions. 
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12 

A third claim for profit sharing lies in the fleld of 
labor-nanegement relationa. Labor unions derive their force 
from the sense of togetherness and beloncing which is engen- 
dered in each individual worker. It gives him a feeling of 
importance and security. In profit-sharing companies, the 
indispensable place which each worker occupies is recognized. 
The worker understands not only his own part in the enter- 
prise bub how it fits into the whole. His work is made mean- 
ingfal to hin, and friction with fellow workers is minimized. 
Confidence and reapect of manegement and labor for each other 
ig maximized. The cooperation created reduces fear and in- 


security, and in its place is found understandings. 


Objections to Profit Sharing by Manasement 

Many managements have objected to or have rejected the 
profit-sharing principle for many reasons. The chief objec- 
tions heard most frequently are these: that eventually, oniy 
& minimum aaount of profits will be left to management; that 
all company books will eventually be open to labor unions; 
that eventually, organized labor will take over control of 
management; and the reduction of worker morale in non-profit 
years. The experience of profit-sharing companies has refuted 
all these arguments (13:14-18). The labor strife since the 
war has been caused chiefly by organized labor demanding a 
Larger share of the profite. This 1s one of the avowed goals 


ef labor. Polls of 90,000 workers by Vandenberg-Herring (13:16) 
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12 
showed that 48% of the workers wanted an equitable distribution 


without definite commitments, and 426 of them desired sharing 





of profits less than 50%. A realistic approach to this nation- 
wide problem ig a stable, well organized, thoroughly under~ 
steod profit-sharing plan. This would and has reduced labor 
strife firmly and equitably. 

The companies with profit eharing plans keep their en- 
ployees well informed of industry-wide conditions, and con- 
pany status. This does not require opening the books as 
intimated by opponents. <A well informed labor force, with 
open lines of communication operating wo and down, is @ pro~ 
ductive, cooperative ami contented work force. It has not 
been the experience of profit sharing companies that they 
must open their books to the laboring force, 

Orcanized labor believes that certain, presently claimed 
prerogatives of management should be shared. The leaders 
of organized labor have stated repeatedly that they de not 
Gesire to assume or take over managerial duties or functions. 
However, certain functions which some managements presently 
guard so zedlously should, and rightly so, be shared with 
the laboring force. Where management nas shared many of these 
former prerogatives of management, a better educated, respon- 
Gible and productive work force has resulted. 

Companies, like Eastman Redak Co., who in 1937 experienced 


a “no profit’ year end had no profits to share with the work 
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LS 
foree, discovered that this resulted in a better understanding 
ef the operation of the plan by the work force (15:19). 


Objections to Profit Sharing by Labor 

Organized labor's stand against profit sharing has been 
based on the fear of umreasconable speed-up, that it would 
weaken collective bergaining, and that aithoush labor would 
share in risk bearing, 1% woulc not share in the management. 
In no successful profit-sharing company have these objections 
been realized (13:19), Rather, the base of collective bercain- 
ing has been broadened, no unreasonable speed-up has occurred, 
and the workers are paid in propertion to the extent of their 
increased productivity. Actually no risk sharing has been 
involved by labor, and labor has gained by an inereased share 
of managenent functions. The survey conducted by Senators 
Herring and Vandenberg in 1939 (13:20) indicated that of 
90,000 workers in 104 industries polled, 87% were in favor 


ef profit-sharing. 


Profit Sharing and Related Plans 

it cannot be over exmphasized that there is no one plan 
which is tallored to fit all companies or industries. Each 
plan must be geared and designed to the objectives, needs , 
and conditions under which the company oneratez. Nor should 
&@ profit sharing plan be installed as a panacea for labor- 
management troubles ard ilis. To be succeasful, @ profit 


sharing plan must be superimposed on company policies, 
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Ly 
procedures and relations which are sound, husaniatic, fair 
and impartial, Prefit sharing plans can be used to augment 
and improve labor-management relations, never to create good 
industrial relations. 

The type ef plan te be installed depends on many related 
factora which should be considered before any of these plans 
are adopted. <A new company will find profit shering unwise, 
if profits are to pe plowed back for expansion and growth 
ef the company. An industry which has large cycle fluctua- 
tions would be unable to build up necessary reserves to di- 
minish the intensity of the cycle fluctuations if direct 
prorit sharing pians were adopted. The type of program to 
be initiated would depend on whether or not it is a high or 
@ low cost industry, whether or not the company is in a highly 
competitive market or its products are protected by patents. 
The sige of the businesa is alss @ controlling factor. 

A brie? Gescription of the basic, different tirpee of 
profit sharing plans follows: 

I. Direct Profit Sharing Plans 

A. Cash Plans--a predetermined percentage of the 
conpany's income is distributed periodically; 
these payments are exclusive of the wages pre- 
yiously paid. 

3. Wage Dividends-~percentage of profits paid to 


worners determined by dividends paid the stock~ 
holders. 


C3 


Steck Ownership--the workers receive shares of stock 
in the ete. 
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trust Plano--a percentase of company income 
gcernes to a trust fund, with or without employee 
contributions. 





iI. Indirect Profit Sharing Plans 


A. Pengion Plans--retirement annuities are furnished 
xy company, With or without employee contribu- 


Vare--emnployees paid e salary. 






" Plans--~enployees are muare 


G. Production Shari 
the sales dollar. 


enveea a share of 










D. Cost Savings Sharing Plans--extre earings 
proportional to lowered production costs. 

BE. Associative Plans--profrit sharing and manage- 
ment sharing, are transferred to an independent 


ausocilation. 


P. Cooperative Plans~--enmployees are made co-managers 
and co-owners . 


Tit. Related Programs 


A, Muj tiple Renagerent Plens--the development and 
participation of employees is gained by educa- 
tion received as members of plant, executive 
and varlous other boards, reporting to the Board 
of Directors. 

5B. Employee Denefits--includes group life insurance, 
aick benefits, disability benefits, accident 
benefits, retirement annuities, educational 
as paid holidays and vacations, and credit 
unions. 


Advantages of Cash Plans 


The advantages claimed for cash profit sharing plans 
are as follows: 

lL. Cash receipts of profit shares are more tanstible 
ang are concrete evidence of increased effort; thus greater 


incentives for future inereased efforts are provided. 
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16 
2. Interest in increased production is maintained at 
a higher level. 
3. Cash distribution provides for an immediate improve- 
ment of standards cf living for the employees. 
%, Freedom of action in the use of Increased earnings 


is given to the worker. 


Advantages of Profit-sharing Trusts 

FProfit-sharing trust, where the prefit share is turned 
over to a trustee for future distribution to the employee, 
claims these advantages: 

1. Profit shearing trusts provide severance benefits, 
pencion, death and disability benefits and thus avoid dup-~ 
licate expenditures. This is o great advantage in periods 
of reduced production and profit. 

e. 236s act as a brake on inflationary and derlation- 
ary cycles of the economy. The draining off of surplus money 
in periods of inflation tend to minimize the effects of the 
Spiral, and in periods of deflation, the existence of cash 
reserves, which provide severance and retirement pay, provide 
increased purchasing power. 

3. The peychological effect of continued benefits in 
periods of depression, when cash-payment plans are not fea~- 
Sible and must be cut off. 

i. he tax adventage ceined by these plans under section 


165(a) of the Internal Revenue Code. Profit shares turned 
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ever to trustees are not taxable until distributed. Thus 
the entire funds continue to cain interest, which is also 
tax exempt. When the tax is applied finally to the tructeed 
shares, the tax rates are the such lower Long-term capital 
gains rate. 

5. Profit sharing trusts engender loyalty to the conm- 
pany, and reduce labor turnover, which in turn reduces train- 


ing costs, a sizeable item in itself. 


Ingtallation Procedure of a Profit Sharing Plan 
The Council of Profit Sharing Industries, having polled 
ite members, has declared that the following conditions (13:50) 


must obtain, and action taken in the order indicated, before 





any plan ls adopted and installed: 

1. The management of the business must heve a sincere 
desire to further the team-spirit of the organization. 

2, All planes must be carefully studied and evaluated, 
and the success of wimiliar plans investigated in comparable 
commantles . 

3. The plan selected must be the one best suited for 
that company. 

4. The plan and its philosophy must be presented to 
(a) the Boerd of Directors, (vb) the Steckhelders and (c) the 
employees, in that order. 

5. Revision and modification of the plan as determined 
by Sug@estions and recommendations reeelved from these three 


Groups . 
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6. Draw up the formal exreements of the plan in writ- 
ing. 

7. BPormally announce the Pinal plan to the employees. 

3, Administer the plan by continuously selling the 
plan through education of the emplicyees. 

The Couneil feels thet ac a result of the experiences 
of its porticipeating members, thie precedure is essential 
ang sound, and must be followed if any profit-sharing plan 


ls to be successful. 


Extent and Growth of Profit Sharing Plans 

The Council's gurvey shows thet in the United States, 
only one half of 1% or approximately 15,000 out of 33 mti- 
lion business firma, or 56 of corporations utilice profit 
sharing plans, Althoush many companies have tried profit 
sharing, the growth of prefit sharing has remained static 
pecause the companies adopting profit sharing just about 
equal those who drop the plan. 

The National Industrial Conference Board, which here- 
after will be referred to as the NICB, reports that GOS of 
the plans investigated were terminated. However, the In- 
dustrial Relations Counselors report only 339 of the plans 
terminated. A comparison of these two surveys would indicate, 
however, that only 13.26 of the plens fail due to the plan 
Lteeift. The biggest causes of fallure ave the terminetion 
of the business itself, 21.40; and the substitution of a 
different plan, 12.4% of the failures. The surveys indicate 
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1g 
that over 53% of the plans succeed. 

The Council concludes that in view of the fact that 
905 of a1] business ventures fail, and that the average life 
of a business enterprise in the United States is only five 
years, the survival rate of prefit charing plans is better 
chon the survivel rete of business tteelf (13:44). If business 
is pisk taking im the economic Pield, then profit tharing 
ig a challenge te rick taking in the social reain. 

The 1937 survey by the NICE concludes that the success 
of profit tharing ie not only a funetion of the plan itself, 
but is dependent on the philosophy of the manasement adminis-~ 
tering and interpreting the plan. This was the same conclu- 
gion reached by @ survey made in 1920 by the same organization 
(20:44). 

A survey by the NICB in 1939 showed that 159 out of the 
2700 companies studied, or 5.9% of the total, had installed 
profit sharing plane. A survey conducted of 34968 businesses 
ia 1946 by NICB found 401 companies utilicing profit-sharing, 
or 11.5% of the total. The Bureau of Labor Statistics has 
conducted e survey and up to August 31, 1946 found only 300 
companies out of 15,536 studied employing profit sharing 
plans. This Pigure is 2% of the tetal. This survey found 
that profit ghering is found most frequently in chemical, 
metal working, and department store flelds. 

The greatest growth of profit sharing plans occurred 


during the past decade. The restrictions and wage freeses 
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20 
by the Federal Government duping the wax stimulated the growth 
ef employee profit sharing. Also the high tax rates were 
added incentives for the installation of proflt sharing plans 
because the tax structure permitted tax advantages te both 
employers and employees wider profit-shering plans approved 
py the government. 

& further impetue to the Increased adoption of profit- 
sharing plans hac been the changing concept of the purpose 
of profit sharing. During the war, meny companies installed 
pengion payment plans. The advantage of financing pension 
plans out of the company's profits is considered better than 
fimecing them by contributing fixed amounts under an actu- 
arially determined pension plan. This concept is encouraged 
by government regulations. 

The 1948 survey by the National Industrial Conference 
Beard reports these following conclusions of profit sharing 
plans etudied in 202 companies (29:3): prefit sharing is 
more cormon in small and medium sized establishments; the 
most @ienifieant development is the trend toward deferred~ 
distribution plans, as 606 of the plans studied were of this 
type: the events of the past Cecade have stimulated the 
grovth of profit sharing; whereas unions have been opposed 
to profit sharing in the past, several plans were instituted 
at the pequest of the union; that under current-distribution 


plans, in 1946, companies paid about &% of the employees 
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21 
compensation, while under deferred-distribution, they paid 
an average of 10% of wages or more; that the largest single 
eause for dissatisfaction of profit sharing plans is caused 
by unsetisfactory employee attitudes. 





CHAPTER III 
SUGGESTION SYSTEMS 


Definition 

A suggestion system may be defined as a definite, for- 
mal procedure for soliciting, receiving, evaluating and re~ 
warding employees' ideas which may benefit the company in ite 


operations and procedures, or in company and public relations. 


Advantages Claimed for Sygsestion Plans 

A perusal of the literature on suggestion programs 
includes these advantages claimed for the installation of a 
formal suggestion system: 

lL. Provides ea formal assured avenue of employee expres- 
sion. 

2. Employees become participants in the improvement of 
the enterprise. 

3. Provides a means for rewarding employees, and to 
obtain recognition for constructive thought and ability. 

4. Provides an incentive to the group to produce bet- 
ter products at lower costs. 

5, mneourages and stimulates employees to make sussesa- 
tions that are of benerit to all concerned, for e better 
understanding of the wutueal problems and interests of both 
management and labor, and to develop more cordial relationships. 
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6. Improvement of operating methods and procedures. 

7. Provides a basis for promotion, by enabling the 
company to recopnige the more interested ond constructive 
thinkers in the labor force. 

8. Employees gain satisfaction in seeing their own 
ideas in practical use. 

9. Employees gain by having their work made easier 
or gafer by their own ideas. 

10. Gives each employee an opportunity to express hin- 
self individually to manasenent., 

ll. Engenders a feeling of belonging in each employee, 
and increases company loyalty. 

12. Provides an incentive to show greater interest in 
his working environment. 

43. Training and supervision are simplified, as employees 
think constructively about their work. 

14. Helps satisfy the individual's desire for recopni- 
tion and status gained by the publicity given the acceptance 
of his suggestion. 

15. Facilitates comumications between employers and 


enuployees. 


Guiding Principles 
One of the basic principles for developing a good suge 


gestion system is that it be a written management policy 


which definitely describes the procedures for the submission 





ou, 
of employees’ ideas. As a@ corallary to thie concept, the 
basis of awards must be fair and equitable. 
Another principle with which many menagements do not 


2 is that foreman and other supervisors be permitted to 





participate in the program. Permitting the supervisory force 
to participate tends to prevent their hostility and antipathy 
from weakening, or destroying the good effect of the program. 

One of the most frequent causes for failure of sugges- 
tion systeme is the slowness in nandling and processing 
suggsestions. If sussestions are not processed guickly, in- 
cerest in the program ic soon lost. Some companies report 
that if requires sixty to seventy Gays to pase on suggestions, 
while other companies take final action within ten days on 
95% of their suggestions (24:5). 

The operation of a suggestion system should not over-~ 
load the supervisors with additional work. Although this 
group generally acts as investigators of suggestions in many 
manufacturing plants, it has been found expedient to assign 
men as investigators as their sole duties. It is this group 
then which works with the foreman and supervisors, and does 
the major part of the work, referring to the foreman for help 
in evaluation. 

The rules should clearly indicate those whe are eligible 
to participate and those who are disqualified by the very 


nature of their duties. Personnel specializing in time and 
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ao 
motion studies, arel personnel aesicned to work standards and 
methods departments are anonrs those sroups fenerally disqual- 
ified from participation. 

Assistance to suggesters should seneraily be given, 
recogniging the educational limitations of the averaze en- 
plovee. Many companies Inccrporate in their suggestion forms 
a space where assistance may be requested. Generally, assiat- 
ance is siven by the suzgestion system manager; however, if 
after analysis it is beyond his scope, other technical as~ 
gistance is obtained by the manacer. 

Maintenance of the snonyrity of the sussester is con- 
siderec imperative by most companies. This will prevent com- 
plaints of favoritism. A supver by the NICB in 1942 (26:8) 
revealed that of the 130 companies participetins in the 
aurvey, 376 reported complete secrecy until after the adop- 
tion of the sugsestion, while the remainter reperted vary- 
ing degrees of anonymity. 

One of the quickest ways to weaken and stifle exployes 
participation is to handle rejeetions abruptly or carelessly. 
It hes been estimated thet over two-thirds of all sugcestions 
Suvmitted will be rejected (24:9). Some companies having 
eammittees nandling sugsestions require that a member of the 
committee meet personally with the sugcester te explain fully 
and clearly why the suggeation ia unacceptable. Some companies 
require the sugsestion procran manacer to perfor: this func- 


tion. Other companies use form letters, assigning reasons 
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26 
why the suggestion was not received, Regardless of the method 
used, it is imperative the susgester be notified promptly and 
courteously why his idea waa rejected. 

Most companies report that awerde must be generous ond 
commensurate with the value to the company of the surrestion. 
If any errors are made in rewarding, it should be eon the 
senerous side. Some companies provide for both monetary 
and non-monetary pecognition. However, most persormel ex- 
ecutives feel that money provides the bicwest incentive to 
employees for submitting suggestions. One sucsestion manager 
is quoted as saying (24:10) ‘we try to be liberal and adopt 
as many sugeestions as poeasible, as we believe this encour 
ages the suscester to think harder and subait more and better 
ideas,“ 

One source of pitfalls in a suggestion program is dup- 
lication of ideas. This le handled differently by many 
companies but evidentiy a seed method is to establish prior~- 
ities on suggestions by stamping each with the date and hour 
of receipt. Thies requires that sugsestions be collected 
from the suggestion boxes daily. In this regard, companies 
that collect suggestions from the boxes at infrequent in- 
tervais seon find a alackening of interest in the program. 

it is essential that the employees know the kinds of 
puggestions which moy be rewarded. This should be laid Gowm 


in the basic policy of the program and be well publicized 
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27 
and thoroughly understood. However, when particular prob- 
lems present themselves to management, they should publicize 
these difficulties and invite sugsestions om these problems. 

Many companies have adopted formal policies regarding 
patentable suggestions, which include technical and legal 
aspistance given free to the suggester by the conpany. 
Although policies varied, the 1942 survey by the NICB dis- 
closes (26:11) that 26.4% of the ninety-one companies report- 
ing have written patent agreements covering suggestions which 
have patentable features. 

Seme companies have developed formulas by which sug- 
pesters receive awards based on the continuation of benefits 
to the company beyond one year. Thue in these companies with 
mere generous award policies, sugsesters can receive avards 
anounting to thousends of dollars. This provides an addi- 
tional incentive to produce constructive thinking. 

Befere the suggestion program is installed, a great 
deal of thought and effort must be spent in propagendising 
the new system. Employee interest must be created and main- 
tained. This can be done through the house organ, letters 
sent to the homes of the workers and by apecial posters. 

& band book or manual should be compiled and siven wide 
distribution. The manual should include the following in- 
formation: objectives of the plan, scope, eligibility rules, 
how to enter @ suggestion, the suggestion committee, awards, 


handling of rejections, handling of patentable suggestions, 
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and explanation of printed forms (26:4). After the system 
is installed, interest must be maintained by publicity cal- 
culated to keep the plan constantly in the minds of Che em- 
ployees. 

liowever, the keystone of success of the entire program 
is the sincerity and backing of the entire management and 
supervisory group. If this 1s lacking, the plan is doomed 


to failure. 


One Company's Success With a Suggestion Progran 
The Metropolitan Life Insurance Company (24) reports 








an eleven-yeer survey of the success of one company's sug- 
geation program between the years 1931-1941. <A total of 
12,223 suggestions were received. There were 1,643 sugges-~- 
tions which received 86,945 in cash awards: 1,249 merit awards 
totaling $3,281.50 were grented, and supplementary avards 

of $3,300 were made: 9,235 letter avards were given. An 
audit of only 56 of the 1,643 suggestions siven cash awards 
revenled that the company effected cavings of $39,830.79 

in the first year of their application. The monetary return 
to the company from its sugsestion program wes of a very high 
order. The company explains that the letter awards were 
educational for the emplovees, raised the morale, and 
augmented comaunicationes between the employees and the 


employer. 
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Innovations of Awards 

The suggestion manager of the Standard Register Conm- 
pany, Dayton, Ohio, reporting in the April 1949 issue of 
Factory (2:61) described the new awards system his company 
nas instituted. 

Practically all cash awards have been discontinued. 

In lieu of cash priges, each suggestion accepted is awarded 
82.00 as a token reward. Monthly, the best seven awards 

are ranked in order of merit, and the winners choose from 
the varied and attractive merchandise prizes which have been 
displayed permanently in the plant. 

Twice a year, the awards comuilttee reviews all susses- 
tions adopted during the previous six months and selects 
the three best suggestions for additional awards of $150, 
$100, and $75. 

Tone result of this innovation has increased the num- 
ber of suggestions received 400 per cent in its first six 


months of operations. 


Growth of Suggestion Systems 

Suggestion programs are not new in Industry. The 
Eastman Kodak Company was the pioneer in devising a plan 
by which employees were paid for their ideas and supcestions. 
Its original plan was placed inte effect in 1898 (25:10). 
its plan has been copied by many companies in the United 


states. 
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fn analysis by the NICB (26:4) showed that of over half 





the plans of 132 companies studied in 194, nearly one half 
the plans had been in operation over ten years. A tabula~ 
tion by age groups follows: 

In effect 40 years or more: 2 plans 

In effect 30 years or more: 4 plans 

In effect 25 years orp more: Ile plans 

In effect 20 years or more: 25 plans 

In effect 15 years or more: 35 plans 

In effect 10 yeare or more: 62 plans 

in effect 5 years or more: &6 plans 

This game reference includes the complete formal cug- 
geation aeystems of 23 cosmanies. The 23 plans presented 
include companies with as few as 270 employees to the larg- 
est company which employed 57,000 people. 

The American Iron and Steel Institute made a compara- 
ble survey of susgestion programs in the Iron and Steel 
Industry in 1948 (3). The members of the Institute include 
thirty-five different iron ang steel corporations having a 
combined payroll equivalent to more than S00 of the total 
employment in the entire Industry. This survey disclosed 
that of the thirty-three companies replying to the question- 
naire, thirteen companies had a formal system; fifteen did 
not presently have any plans in effect; two did not have 
formal plans, but accepted suggestions as presented; one 
company was revising its plan: one company had recently 
discontinued its plan; and one company had an Employees 


Patent Policy (3:1). Unfortunately, this survey does not 
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34 
show what percentage of the industry le covered by the conm- 
panies having formal plans. 

An orgenization, formed to foster the development of 
enployee suggestion programs generally, is the National 
Association of Suggestion Systems. This is a non-profit 
organization, founded in 1042, to improve the operating 
techniques of suggestion systems, to encourage thelr adop- 
tion in induetry, and to act as a mediwa for the exchanze 
ef ideas of cooperating companies. Ite services include a 
monthiy magazine and blemonthiy news letter, provides sta-~ 
tistical information and research studies, illbrary exchange 
and consulting service for participating members of the 
Association. 

During the late war, the War Production Board encour-~ 
aged sugzestion systems very strongly. It published 
technical bulletins which were compilations of war winning 
suggestions, and made avallable to any company who desired 
then, biveprint, specifications and deseriptions ef all 
worthwille suggestions received. It set up an Exchange 
section at ite headcuarters in Washington, D. C. to provide 
this service. The Board stated in 1943 (42:61) that ¢36 
of all the Labor-Management Committees reporting to the War 
Production Drive Headquarters had sugsestion systens in 


operation, 
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No post war surveys of the extent of suggestion systens 
in Induatry could be locoted. However, from the phenomenal 
success these systems enjoyed during World War II, 16 can 
reasonably be expected that most of them are still in 


oneration. 





CHAPTER IV 
OTHER INCENTIVES IN INDUSTRY 


It has been shown previously that profit-sharing com- 
panies have established deferred systems of payment. These 
deferred payments have been to provide pensions for their 
retired and superannuated employees. Thus, the cost of the 
pension plan administration has been paid in whole by profit 
sharing. Used as an incentive technique, it has solved a 
problem whieh is just now beginning to plague Industry. 

The labor movement first achieved union security with 
the passage of the Wagner Act in 1933. Their eim since then 
has been to strengthen union security and increase labors' 
share of the profits. During the post-war period, three 
rounds of wage increases were gained for the laboring force, 
With the law of supply and demand now in a more balanced 
state and faced with a small rise in unemployment, the labor 
unions have turned to welfare demands. The union demands 
in 1949 have turned to pension plans, illness and disability 
pay, life insurance, hospitalization insurance, and medical 
and surgical insurance. This program has been termed by 


} 


some executives as the “womb to tomb security.” To further 
strengthen the demands of labor, the Supreme Court on April 25, 
1949, by refusing to review the Inland Steel case, held in 
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34 
effect that employers must barcain with unions on worker 
pension plans. The Inland Steel Company had appealed the 
decision of a United States Cireuit Court decision to the 
Supreme Court, However, only companies engaged in inter- 
state commerce are affected, and the unions must be eligible 
to use National Labor Relations Board machinery. Thus those 
union leaders who have failed to sign non-communist affidavits 
cannot force managements to bargain on these issues. 

In the March 1949 issue of Factory (15:68-71) the ed- 
itors attempt to show if the present demande of unions had 
peen operative since 1929, only during just five years of 
that twenty year period would corporate profits of a11 manu- 
facturing companies been larcer than the cost of the welfare 
plans as now proposed, 

Thus i¢ is seen the policies which have been developed 
as incentives and were planks in the personnel administration 


plans of well managed companies, are now the demands of labor. 


Pension Plans 

It is anticipated that pension plans of $100 per month 
as have been won for the mine workers will be the goal of 
union demands in 1949, These demands will tend to climax 
the phenomenal growth of pension plans in the past decade 
(31:27). The history of pension plans in the United States 
can be divided into three phases: 1900-1925, company- 
administered plans; 1925-19042, insured plans; and from 1940 


enward, insured and self administered plans (31:31). Company 
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administered plans were those in which both administration 
and control were in the hands of management. These plans 
were vague, poorly defined, and unreliable as regards pay- 
ment. Reserves were not generally set up. as the plans vere 
not definite commitments of the compentes. 

Ingured plans reguired the setting aside of funds and 
the payments yearly to an insurance company. The payments 
were in calculated amounts which world be edequate to pay 
the pension benefits as provided under the plan. It was an 
actuerialiy sound system of acciwaulatins pension reserves, 
In addition, @ highly trained investment management for the 
pension funds was provided. 

In 1942, there was introduced a new type of ineured 
pension plan called the Individual Annuity policy plan. 
Also banks began to act a8 manazers of pension funds under 
self-administered plans. Some companies began to employ an 
insured plan for one group of employees, and a self- 
administered plan for another group. This chanse in pension 
plans was caused by the increase in personal and corporate 
taxes which was enacted in 1940, and the amendment in 1942 
to sections of the Internal Revenue Act affecting employee 
pension and profit sharing plans. 

O'Heill states (31:74): 

The true costs of a pension plan to an employer 
are represented by the difference between his fi- 
nancial outlays to maintain the plan and the sav- 


ings which resulted from reduced labor tiuenover, 
the retirement of super annuated employees, and 
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the increased efficiency of personnel, all brought 
abouts through the operation of the plan. 


He lists ten different factors which affect the actual 
costs of a pension plan. It can be readily understood that 
this is a complex problem. A poorly planned pension pro- 
grem could easily spell financial doom for a company. 
O'NeLli‘s book gives an excellent treatment of this complex 
subject. In actual use, will be found many varied plans, 
dependent on the needs and financial condition of the com- 
panies instituting the plans. 

In 1985, O'Neill made a comprehensive survey of 612 
different pens ion plans covering twenty seven different 
industries (31:252-329). Phe 612 plans include 313 group 
annuity, 152 individual annuity, 121 self-administered, and 
twenty five combination and other plans. Approximately 
60% of the plans studied were in manufacturing industries. 
Approximately 816 were established during the years 1940- 
45, During this period, 94.1% of the individual annuity 
plans were esteblisned, as compared with 83.56 and 72.5% 
for self-administered and gsroup-amnuity plans. 

Of the plans surveyed, 43% were established by corpora- 
tions of either 1,000 to 4,999 employees (191 plans) or with 
5,000 to 9,999 employees (71 plans). O'Neill states that 
this distribution is skewed by the selection of the companies 
under study and does not reflect the true distribution of 


pension plang in Industry. However, for commanies employing 
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37 
less than one hundred people, Se of them utiliged indivi- 
dual annuity plans. Also, it was found that 21% of all in- 
dividual annuity plans are found among employers of one nundred 
persons or less. Coubinetion plans are in use most often 
by euployers ef one thousand or more. For very large employ- 
ers, with fifty thousand’ employeet and over, self-adninistered 
plans outmumber either tyme of insured plan. 

The percentage of plans providing for deferred vest- 
ing was 67.56. Vesting refers to the interest in the em- 
ployers contributions by the employee when he withdraws from 
the company. These withdrawal or severance benefits depend 
on Service, auount, and the form of the vesting. Service 
was generally based on five, ten, or fifteen years service, 

When analyzed regarding Ceath benefits, 756 of the croup 
annuity plans provided group life insurance to provide death 
venerits. This same percentage was foune for self adminis- 
tered plans. All individual annuity plans automatically 
provide for a death benefit. 

An analysis of the plans regarding disability benefits 
found no uniformity of policy, but most plans had indirect 
provisions attached. The tndividual annuity plans seem to 
cover this phase sore clearly than the other types. One 
company in the group annuity plan pays 96% of the company's 
contrloutions, immeciately upen disability, in cash. Other 
companies have set-up separate funds which in effect con- 


etitute self-administered disability fiumds. 
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A new interpretation of disability was inetituted by 
a large utility company in 1947. On January 1, 1947, the 
Consolidated Edison Company recognized alcoholism as a basis 
for retirement of some long-time employees on disability 
pensions, 

Dr. John J. Wittmer, the Director of Industrial Rela- 
tions, was quoted as follows (39:4): “We consider that 
eonronic, irretrievable alcoholism is a disabling condition 
because we feel that the basis for alcoholism is due to a 
definite pathological condition.” 

The company reports that 10 to 15 employees have been 
given disability retirements each year since the policy was 


instituted. 


Extent of Pension Plans 

As in many other surveys, there dees not seem too close 
agreement in findings. However, the Bureau of National 
Affairs, after an analysis of 1300 contracts, found that 


Cnly 5% provide for pensions (22:283). 


Holiday Observance Practice 

This policy in Industry is one which has been expanded 
muiti-fold in the past ton yeers. The National Industrial 
Gonference Board (27:9) has traced this crowth of paid holidays 


for non salaried workers: 
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TABLE I 
TRENDS IN HOLIDAY PAY TO HOURLY WORKERS 
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It is seen that since 1936 when only 9% of the com- 
penies pald for one or more unworked holidays a year to ites 
nourly workers, the practice has spread until in 1948, 76.6% 
of the companies had accepted this practice. 

The Conference Board found also that now 75% of the com- 
Panies have the same paid holiday practices for both salaried 
and non salaried workers. In the remaining 25% of the com- 
panies, Salaried workers ere granted more paid holidays than 
hourly workers, generally never more than three paid holidays. 

fhe muamber of paid holidays varies from one day which 
represents 0.5% of the companies, to eleven days, which are 
paid holidaya for only 1.1% of the companies studied. How- 
ever, Six Gays is the majority practice for both salaried and 
non-salaried workers. This number is specified by 64.7% 
of the 190 company plans studied for hourly workers, and 
by 57.26 of the 264 companies studied for salaried employees. 


the paid holidays granted are generally New Year's Day, 
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AO 
Memorial Day, Independence Day, Labor Day, Thanksgiving and 
Christmas Day. 

Premium rates of pay are senerally paid for work per- 
formed on holidays. The National Incustrial Conference 
Board survey (27:7) found that hourly workers were paid double 
time for such work by 66.96 of the companies, double time 
and one-half by 205 end triple time by 7.46 of the compaentes. 
Salaried workers are cenerally paid the rezular salary plus 
straight time for the holiday bonus actually worked. 

Blisibdilility requirements cenerally require @ minimum 
or service of from one to three months, but this practice 
varles widely. Attendance requirements in 94.6% of the com- 
panies studied state that to be paid, the hourly worker must 
work the day before ami the day after the holiday. This sane 
requirement was found for 83.7% for the salaried workers. 

Tne attendance rules are generally imposed as a technique 

to reduce absenteeism, and to withhold holiday pay from em- 
ployees who are slci, disabled or on leave who would not have 
worked on the day the holiday occurred. 

The Board found that there existed no significant dif- 
ferences between unionized and non-unionigzed companies regard- 
ing paid holiday practices. Both large and small companies 
seem to be following similiar paid holiday policies. The 
observance of Gix holidays with pay for hourly workers appears 
to be common for all industries. The public utilities in- 
dustry was found to be the most senerous in granting peid 


holidays, with most companies granting seven or more annually. 
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44 
Tre Shipbuilding, and iron and steel industries were granting 
no paid holidays. 

The survey made by the Board covered the holiday wag 
practices of 265 eompanies covering 1,750,000 workers. The 
Board concluded that the marked increase of nolidey pay for 
hourly workers in the past elght years cen be attributed to 
two causes (27:6): to wartine wage stebllization orders, and 
to holiday package” wage agreement negotiated since the war. 
The trend indicated py the survey seems to show that six 
days of holiday pay 16 the optiueum for the majority of in- 
Gustries and that no general increase is indicated in the 


immediate future. 


Paid Vacations in Industry 

Tre Burean of Lebor Statistics, Department cf Labor, 
report that 2 survey in 1945-1946 showed that three out of 
four manufacturing establishments had e formal raid vacation 
pian for hourly workers after one vear's service. Yor office 
workers, nine out of ten planta provided for a formal plan. 
Hourly workers were cenerally cranted one week's paid vacation, 
while two weeks were allowed office workers in 406 of the 
companies (20:14). 

A similiar survey in 1037 disclosed that only 25% of 
the plants save paid vacations to hourly workers, while 80% 
of the companies cave paid vacations to office workers and 


other executives. 
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The survey covered fifty-six manufacturing ana seven non- 
manufacturing industries. The number of company plans studied 
numbered 53,000, covering seven million workers. The survey 
concluded (20:15) that formal vacation plans are cormon to 
industries having large units and high wage rates, and were 
generaoliy found in unionized companies. The chemical indus- 
tries provided vacations most commonly after one year's service 
and also tended to furnish the longest vacations. In non- 
manufacturing industries, electric light and power senerelly 
spanted two weeks' vacation after one year's service. Viewed 
sectionaliy, the New England and Pacific Coast areas ranked 


highest in the proportion of formal paicG vacation plans. 


cick Leave in Industry 

Pormal plans for paid sick leave for plant workers were 
founé in less than 3% of the manufacturing companies, and 
only G% sranted sick leave to office workers. Chemical con- 
panies were found to have formal sick leave plans more fre-~ 
quently than any other manufacturing industry. By comparison, 
formal plang were found more frequently in non-manufacturinge 
industries. The study showed that over 50% of the electric 
power cornpanies provided for sick leave, while a third of 
all retail stores had formal plans for paid sick leave. 

In 1945, the Research Council for Economic Security 
conducted a survey on this subject in the State of Tilinois. 


The findings of this survey agree quite well with the Bureau 
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43 
of Labor Statistics study. From its study of Illinois, the 
Research Council attempted to estimate the number of firms 
having formal sick-leave plans in the entire United States 
(33:9). Its estimate Gid not asree with the Bureau's survey, 
and the Council concludes that a peal need exists for a more 
aceurate and detailed study on the development and extent 


of formal sick~-leave plans. 


Office Worker Incentives 











The National Office Management Association conducted 
a survey of 1507 companies in the United States and Canada 
regarding their practices and policies. It is an inclusive 
survey and covered three distinct types of benefits: leave, 
ingurance and monetary types. The data are broken down by 
Sise and type of company and by geographical area, and pro- 
vides & complete picture of company practices regarding office 
workers. Table If shows the extent of the most prevalent 
practices in panic order (30:5). 

One factor which distorts this picture is the inclusion 
in the survey of Canadian companies. As seven of every ten 
Canadian companies reporsed concern for welfare of their 
enployees, the high percentaze of companies reported having 


these plans in the United States alone is doubtful. 
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TABLE II 
PER CENT RANKING OF MOST PREVALENT PRACTICES 





Rank Practice @ Companies Have Plans 
1 Vacation 98 
2 Sick Leave 38 
3 Hospitalization OF 
h Life Insurance 832 
5 Jury Duty Gl 
6 Sickness Insurance 74 
7 Pension 68 
8 Surgical Insurance 62 
9 Military Leave 55 

10 Accident Insurance 56 
Li Dismissal Leave Sy 











Table IIT shows the least prevalent practices for of- 
fice workers (30:5): 
TAGLE IIT 
PER CENT RANKING OF LEAST POPULAR PRACTICES 





of 
Ranix Practice yy Conpaniles 
: Do Not Have Plans 





i Guaranteed Armual Wage 93 
2 oteck Purchase Plans $e 
3 Maternity Leave S1 
h Terminal Leave 91 
5 Credit Unions OB 
6 Profit-Sharing 365 
7 Suggestion Plan Paynent B4 
& seniority Wase Increase G2 
G Merit Rating, Ro 
16 Pay Advances B1 





The practice of the guaranteed annual wage was not sur- 


prising; the survey showed only 7% having plens of this nature. 
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Since the wer, inclusion of maternity leave plans hae drepped 
to a low level, as very few companies support this practice. 
The fact that only 16% of the companies studied have sugses~ 
tion plans for office workers is not surpriging, due to the 


routine nature of the work. 


Guaranteed Wage Plans 

The Bureau of Labor Statistics has defined a guaranteed 
wage plan in these terms (19:1): ‘A written or unwritten 
arrangement by which an employer cuaranteed or assured to some 
or all of his employees, in advance, a definite period of 
empleyment equal to at least three months a year, or an @equiv- 
alent amount of wages.” The Bureau admits that the definition 
is very broad, but by this definition, no distinction is made 


between cueranteed wase and sueranteed employment. 


History 

Guaranteed wase plans are not new in American industry. 
The first plans in which employers assumed responslbility 
for providing work or wages for its employees was negotiated 
in 1894 between the National Association of Machine Printers 
and Color Mixers and the National Wall Paper Co. This con- 
pany was an amalgemation which controlled 50 - 75% of the 
output of the industry. The company guaranteed eleven months’ 
employment. Other plans were instituted in the brewery and 
textile printers industries in the decade of the 1890's. One 


of the better known and still existent plan is the Proctor 
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4G 
and Gamble plan which assured forty-eight weeks' employment 
te all workers with six months service, This plan was in- 
stituted in 1923. Other well know plans include the Nunn- 
Bush plan started in 1935, and the George A. Hormel and Co. 
plan, @ meat packing concern, which was established in 1931. 
During the years 1938-1942 new plans were instituted at 
the rate of from nineteen to twenty-three a year. The supvey 
of the Bureau of Laber statistics showed that by the end of 
1945, 2 total of 347 plans had been introduced in the 


United States. 


Extent of Guaranteed Wace Plans 

The survey conducted by the Department of Lebor showed 
that there were only 196 plans still in existence by the 
end of 1945 (19:6). The causes of discontinuance of plans 
of this nature are varied. Ninety-six plana were discontinued 
in Wisconsin as the result of circumstances attendant upon 
the passage of compulsory unemployment insurance legislation. 
in the remainder of the cases, discontinuance was caused as 
the result of Special problems facing individual employers. 
Generally speaking, the state of business conditions at the 
Gime of discontinuance seemed to be 2 minor factor. Several 
pians were cancelled because of labor disputes. 

The 196 plans presently in force cover a total of 61,000 
werkers. This is about 1% of the total work force of the 
country. The Department of Labor points out that the signi- 


ficance of the plans lies not in their prevalence but on 





le 
el ee at ee 
Red ove ee Pave) com ag 

™_— —) ee <a @ eee ow 
een ee et ee ee: HH ee 
= ne or mm oe 4 ou >) ae 
a — | 

























| 8 oc same * 
7 ere ee ree a et eee, ere 
ee 
- el est ees’ ie ee a 
es ee iM ol 6m re oe oe we 
EE ER eet 
— —_ i oc —;~a_r' 
a % <n —~ ss * —— ee 
=e tb — — ee ~~ <—- « "<< 
ae = a BG ee oo 
ee ee a eee ee 
el! oat «pe alee oem Oe 
| a 8 wm eet oer ce et ere ce ee = 
“er eee hee se et re 
—— -— ie ee ee Oe ee ee 
ee eS ee . oe 





















ay 
their provisions and accomplishments (19:9). ‘The plans are 
most common in the food processing industry and the textile 
industry. Very few plans are in use in the basic or heavy 
industries. Outside manufacturing industries, the greatest 
number of plans was found in the retail trade group, in mail 
order houses, clothing and department stores. 

It is to be noted that most of the currently operative 
plans are found in industries having seasonal variations in 
demand and production. The companies utilizing cuaranteed 
wage plans are generally of small sise. About 55% of the 
plans are in establishments employing less than fifty persons 
(19:10). However, there are three plans in companies employ- 
ing over ten thousand peopie. Ten percent of the plans are 
found in companies employing one thousand or more people. 
One hundred thirty of the plans were found in unionized con- 
panies, and sixty six plans were in companies which are not 
unionized. Over 70% of the plans are found in the Middle 
Atlantic and Great Lakes regions. Very few are found in the 
South or the West. Most of the plans guarantee employment 
rather than wages. Most of the plans, 128, guarantee full 
year employment. The plans generally are based on the con- 
cept that the worker must be avallable to work when work is 
provided, and workers are not paid for voluntary or invol- 


untary absences. 
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Results of the Plans 

The greatest single result of operating under @ guaran- 
teed wage plan is the security given the worker. Other re- 
sults include better labor relations, increased productivity, 
the attraction and retention ef skilled workers, reduction 
of training costs and low turnover, and ease of recruitment 
of new employees. Many companies report that union security 
is enhanced. 

Meny companies reported that the increased costs of 
the plan were a disadvantacse which was well compensated in 
increased benefits of the employer. One advantage in a com- 
petitive market is having fixed labor costs. 

ire Department of Labor reports that one-fourth of all 


plans introduced had been done at union behest (19:49). 
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CHAPTER V 


SOME ASPECTS OF THE REPORT OF THE ADVISORY 
COMMISSION ON SERVICE PAY 


The Commission and its Mission 

On 10 December 1948, the Hook Comittee, named after 
the chairman of the Advisory Commission on Service Pay, sub~ 
mitted its report to the Secretary of Defense. This commit- 
tee was directed by the Secretary on 9 February 1945 to perform 
the following (1:vii): 

Furnish me with a comprehensive study and 

with recomendations covering every significant phase 

of a sound system of compensation for persons at 

all levels, anc in all branches, of the Armed Ser- 

vice, and also for those engaged in comparable rani 

in the Coast Guard, the Public Health Service and 

the Coast and Geodetic Survey. 

The Secretary emphasized that thoroughness and complete- 
ness, although the problem was pressing and urgent, was more 
important than speed. The committee required ten months to 
gatner anc correlate tne data and to reach its conclusions. 

This report was presented to the eighty-first Congress 
as the basis for the establishment of a new pay scale for 
ail the Uniformed Services. The committee has presented its 
findings in a list of thirty-three specific recommended changes. 

it has been noted before that an incentive system must 
have as its base a feir, equitable scale of wages and salaries. 
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50 
This, coupled with well administered personnel policies, 
form the foundations for an effective incentive proegran. 
Without either one, an incentive program will have little 
chance for success. 

The Secretary of Defense in his memorandum dated 
February 9, 1948 said further (l:ivii) “the Services need a 
system of compengation which will enable them to attract and 
retain their fair share of the best kind of men for all the 
many varieties of jobs in the several Services.” It is ob- 
vious from the language of this memorandum that the present 
scales of pay are not fair and equitable. 

The Comission had no members of the Uniformed Services 
in its roster. It interviewed people from all ranks of the 
Services, and engaged in research and special etudies. This 
report is tne thinking of prominent industrialists and busi- 
nesamen. The purpose of this chapter is to study the find- 
ines of the Advisory Comaission'’s Report. The most important 
aspect of this Commission's report is the fact that the sur- 
vey and study was made. 

The last comprehensive study of the pay of the Uniformed 
Forces was made in 1908 (l:ix). Sinee the enactment of the 
National Security Act of 1947 provided for a single National 
Military establishment, the Commission felt that “All persons 
within this organization be given an equal opportunity for 
pay and promotion according to their ability’ (lsix). Thus 


it is evident that the principle of uniformity, the basis 
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51 
of all wage and salery administration in Industry, has been 
introduced. The goal of the Commission was to formulate an 
integrated policy which would attract and hold adequate per- 
sonnel in the Services as regards both numbers and quality 


of manpower. 


Some Basic Tenets of this Policy 

An analysis of this report showed clearly that the Com- 
miegsion based its finding on some of the following principles: 

L. The pay structure must serve the individual and the 
National Defense progran. 

2. It is baged on the principie of uniformity. 

3. There should be no inequities between the several 
services as regerds promotion and pay. It did find the pres- 
ent pay for many grades inadequate. 

kh. Military compensation should be determined on amounts 
paid in Industry for comparable civilian responsibilities. 
tTnis principle to cover officer and enlisted grades, compar- 
able to management and the wage scales in Industry. 

® Personnel in the military service should receive 
a comparable amount of security as de their civilian counter- 
parts. 

G. Military personnel should heve comparable opportun- 
ity as de personnel in Industry. | 

¢{. Compensation should be commensurate with responsi- 


billty, and should promote parity amons the Services. 
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52 
S. Extra pay and emoluments should be restricted to 
those actually performed in line of duty. 
9. Retirement ases in many grades should be lower than 
comparable groups in Industry. 
10. Pay is not the only satisfaction received for serv~ 


ices rendered in a military career. 


Recommendation 1 





Recommendation 1 is quoted in its entirety (1:1): 
Basic compensation of ali personnel of the 
Uniformed Forces on active duty should consist of 
basie pay, including length of service increments, 
and basic allowances for subsistence and quarters 
when authorized. The basic pay of all Service person- 
nel should be based on the principle of pay for re- 
sponsibliity, and the amount should be related to 
the current rates of compensation in industry. In 
addition, bagic compensation should be augmented 
by a limited number of special pays and allowances 
when specified activities or responsibilities are 
undertaken . 
Pindines 

The Commission belleves that the Uniformed Services 
in its nee@ for technically trained officers and men is in 
direct competition with Industry. They have, therefore, cor- 
related the pay of the military to that paid in Industry. 
The Commission states (1:1); “It is patent that no private 
industry comparison could be made with combat armsc; however, 
the majority of Service personnel are not in a combat branch, 
and from within this group were selected and described and 


matched with their Industrial counterparts. The industrial 
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53 
counterparts selected were in the eight flelds of finance; 
transportation, construction, communications, selected manu- 
facturing, warehousing and proeurement, armament and mechani- 
cal equipment production, and shipbuilding. It is to be noted 
that these counterparts in Industry match up well with the 
start corps in the several services. The line and field 
officers' compensation is not taken into account. The author 
feels that the combat officer is receiving pre judical treat- 
ment, end is paid on the same scale as staff comp officers 
who generally do not face combat in war, and in peacetime 
serve limited amounts of sea duty. The Commission recommends 
further, in Recommendation 9 (1:26), that “(1) Officers and 
warrant officers should receive no additional pay for sea and 
foreign duty, and (2) enlisted personnel should receive $15 
per month in addition to basic compensation for each month 
of sea or foreign duty. 

Part 2 of Recormencation 9 is certainly anomalous, since 
the Comalssion reports that since 1908, enlisted pay on the 
whole was about tripled, while officer pay was advancing on 
the whole by less than one half (1:9). The Commission noted 
that the scale adopted in 1946 avereged an increase over the 
1942 scale about 12% for officers, 15-20% for higher grades 
of enlisted personnel, and 50% for the entry enlisted crade 
further exaggerated the trend favoring enlisted personnel.” 

The Commission hed this to say about compensation for 


military personnel (1:x); “Opportunity for promotion, types 
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Sd 
of duty, recreational facilities, leave privileges, and many 
other factors are as important, if not more important, to the 
majority of the people as pay itself.’ Possibly that concept 
may be valid for a young recruit seaman with no financial 
or family responsibilities; it ils doubtful that the statement 
ia valid for any married petty officer or commissioned officer. 
The experiences that group have undergone in the post-war 
inflated economy to make ends meet financially would further 
invalidate that statement. It is obvious that duty assign- 
ments, recreation, and liberty for the one term enlistee are 
important, and probably more importent than monetary compensa- 
tion. For the career service man or officer, a statement such 


as that previously quoted is debatable. 


Pay Increases Since 1908 

The findings of the Commission recall that since 1908, 
the percentage-wise increase in military pay for each crade 
ie as indicated in Table IV. 

lt is noted that for the enlisted grades, the pay has 
been increased from 116% for the most senior grade to 400% 
for the most junior csrace, which has been the most favored. 
By comparison, in the same period, officers pay has been in- 
ereased from about 14% for the officers of flag rank, to 
57% increase for the rank of Ensim. There has been a small 
percentage increase in the srade cf Lieutenant Commander. 


Particularly during the pre-war vears, it was the officers 
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TABLE IV 
PERCENTAGE INCREASE IN PAY, 1905-1946 


BOS tues) , apres wart 


Years of | Per Cent Increase 
service | Present Proposed 











crade 

76H 400 
Gth 358.3 
Sth 364 .3 
Ath 309.1 
3rd 246 2 
and 15 23% .6 
ist 20 172.7 
Rank Officer Personnel 

Ensign 57.2 92.4 
Lt. (js) 38.1 77.3 
Lieut. 23 4 7Q.0 
Ledr. 14.0 40.3 
Cmdr . 30.0 58.2 
Captain 30.9 64.1 
R. Adm. 14.0 70.5 





in this grade who commanded the smaller unite of the fleet 
such as destroyers, submarines, and certain of the auxiliaries, 
and on capital ships and shore stations were che department 
heads. The author feels that this grade should have received 


@ larse percen.age increase in pay during the course of years. 


Or 
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lew Pay Scale 


esnremmnaliope 








The new pay scale is based on ¢hese premises (1:2): 

1. A pay scale mus. have starting rates in each grede 
high enoush to attract the desirable personnel. 

2. Incentives should be provided for lensth of service, 


but Should cease after a reasonable lensth of time. This 
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56 
prevents lower levels of responsibility receiving rates of pay 
of the higher levels, thus removing the incentive for striv- 
ing for promotion. 

3. Differentials between grades should be greater than 
in-grace increases. 

4. Increased responsibilities should be rewarded ac- 
cordingly. 

§, The pay scale should be based on the career expect- 
ancy of Service personnel. 

6. "All periods of service creditable under existing 
provisions of law for base and longevity pay should continue 
to be credited for basic pay as recommended by the Commission.” 

The first five points are valid and are compatible with 
good wase and salary administration. However, point #6 is 
inconsistent. Present law does not grant credit for cadet 
or midshipmen duty at the Service Academies for longevity. 
Present law does give credit for R.O.T.C. training. This 
inconsistency of policy is not equitable under present laws; 
Che Comalssion recormends that the latter should not be cred- 
ited either. However, if persons are serving under military 
jurisdiction and Giscipline, and are considered a part cf the 
organization, then faimmess decrees this service should count 
for longevity. Using the same logic, then time spent by re- 
eruits in training should not count for longevity. he Cor 


mission does not reconmmend that this law be changed for 
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of 
enlisted personnel, and certainly in Industry personnel in 
training programs stert thelr seniority the day they enter 


training . 


ve of Classification Levels 





In Industry, practically all wage end salary administra- 
tions include a range of pay in each classification level. 
The purpose of this is two-fold; it permits Increase for 
seniority and merit increases of pay. The merit increases 
are sound incentive measures which permit pay increases within 
@ wege classification for reward to the better workers. Noth- 
ing of this nature is to be found in the pay scales as pro- 
posed by the Commission. 

Although this pay schedule is allegedly similiar to 
these found in Industry, this is another case of marked in- 
consistency. This would heave been an opportunity for the 
Commission to introduce a small incentive pay into the struc- 
ture. In this mamer, officers and men could have been 
motivated to produce more and performs their duties in a bet- 
ter manner, in the hopes of being recognized and rewerded. 
With restrictive rules placed on the number in each grade who 
eould be eligible to receive in-grede increases for merit, 
it would be administratively possible to operate such @ plan. 

The Commission states further (1:7): 

Tone Comission recognizes the danger to the 

Nation of attracting to the Service those men whose 


prine motivation in life is personal gain rather 
than public service. There are dangers in developing 
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a favored military class. The rewards of our mil- 

itary leaders in the past have been modest pay, se- 

eurity, and the affection and respect of the people. 

The Comission has not recommended pay scales for 

the militery paralleling the civilian pattern in 

the highest brackets even though it believes that 

comparable pay scales at lower positions ere sound. 

It is obvious that in the past modest pay and security 
have been rewards of the topmost military leaders. However, 
in the past decade, with the exception of possibly a dogen of 
our topmost military leaders, the affection and respect of 
the people” has been sadly missing. Radio commentators and 
news reporters continually vefer to the high command of the 
Armed Services as “Army and Navy Brass." This phrase connotes 
little affection and less respect. With respect to security, 
the Commission recommendations on this facet of the pay struc- 
ture would only attenuate the security which presently obtains 
in the retirement structure. 

it is doubtful whether the Secretary of Defense, who 
ordered this Cormission to investigate the pay situation, would 
now concur with the remerk concerning “the affection and 
respect of the people.” On Sunday, April 10, 1949, this leader 
of the Armed Porces was viciously attacked by a Washinton 
colummist on a nation-wide broadcast as being “out of his 
mind and apperently has been partly so for some wees” (34: 
4-~6). The Secretary of Defense had resigned his post on 
March 28,1949. This man had resigned his civilian duties at 
an annual pay of $150,000 to accept a $16,000 a year adminis- 


trative job in Washington in 1940. Having worked hard and 
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a8 
conscientiously for S years, making decisions and bearing heavy 
responsibilities during the war and portt-war years, this man 
was a real martyr to his government and his country. The 
Giagnosis of his condition was described by the Commanding 
Officer of Bethesda Naval Hospital as follows (34:6): 
Me. Porrestal at the present time has a marked 

lew blood pressure, & secondary anemia, and a neuro- 

muscular weaimess which is characteristically seen 

in states of exhaustion. His condition is dlrectly 

the result of excessive work during the war and post- 

war yeara. The only paychiatric symptoma present 

are those associated with a state of excessive fa- 

tigue. The physicians in charge of his case anti- 

Clipate that a pertod of rest and medical treatment 

Will result in recovery. 

Tne report continues (34:6), “The damare, however, had 
been done. The propaganda-wise Russians had snapped up the 
Pearson story fast. Moscow papers spread the text of Pearson's 
broadcast over their front pames, extracting full value fron 
the implications of Pearson's sensationalism." This then is 
the affection and respect of the people. Similar treatment 
received by Generals Vandergrift, Patton, and Mitchell to 
mention only a few of our outstanding military leaders, 
invalidate this concept of the Commission. 

<sne political enemies and newspaper opponents which any 
military leader creates are bound to influence the thinking 
and respect of the public at large, as these groups directly 
influence pubiilc opinion. 

Returning to the subject of comparison of civillan and 


the propesed military compensation, the results are as found 
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in Table V. These amounts are scaled figures transposed 


from the chart provided by the Commission (1:21), and are 


very close approximations. 


TABLE ve 


COMPARISON OF CIVILIAN AND PROPOSED 
MILITARY YEARLY COMPENSATIGN 









Grade 


(Gam ora 


7th 
bth 
Sth 
hth 
3rd 
end 
lst 








Ranic 


Ens ion 

Lit. (ig) 
Lieut. 

Lear. 

Cdr. 

Captain 

R. Adm omer 
R. Adm (Upper 





















Enlisted Civilian 
Range Range 
2196 2136 av. 
2500-2575 1750-3060 
2625-3250 2000-3125 
2750-3875 2°500~3625 
2125-4250 2625-3875 
2500-4500 2750-4000 
2750=-5125 32050-4750 






OPficer 









Range 

250-4750 No Comparison 

8500-5625 3,250-8, 000 
5275-6, 250 250-8, 000 
6, 250-7, 750 000-11, 759 
7,250~9,500 h? 500-19, 750 
8 ,750-9,375 6, 000-22 , 750 
11,625-12,750 15, 250-27 ,250 
13,875-14, 375 25 , 000-39, 250 









@. Hillitary Range: 


Civilian Range: 


Lower Limit (officers, base pay plus 
@llowances without dependents; enlisted, 
base pay (including found, value 108). 
weer Limit (officers and enlisted Grades 
i-4, base and maximum longevity pay 

plus allowances with dependents; enlisted 
Grades 5-7, base and maximum longevity 
pey . 

Limits represent lowest and highest 

rates reported in survey for comparable 
civilian positions. 
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Comparing, the enlisted pay seale with that found in In- 
Gustry, in the lower srades the military minimum pate is 
higher with the exception of pay grades 3, 2, andl. The 
Maximun earning rate for enlisted persommel is higher in all 
spades with the exception of pay grades 6 and 5, and very 
little disparity exists there. The maximum earning rate in 
pay grades 3, 2 and 1 is higher. A disparity of $400 existe 
petween the two scales, with the enlisted personnel rate in 
the more favorable position. 

In comparing the officer pay rates anc their civilian 
semturperts, it ie shown that the militery minimus rates are 
hisher in all cases with the exception of the flag rank. 
However, a great disparity exists between the upper Limits 
of the two pay structures. Varying from a minimum of $1,250 
in the grade of Lieutenant and rising at positively accelerated 
rate to the flag rank where a difference of $25,375 is found. 

t+ has long been a by-word in the Navy that the best 
pay grace is pay grade one, the grade of Chief Petty Officer. 
This grade by comparison with all other pay prades, both 
erficer and enlisted, receives the maximwa pay with the min- 
imum of responsibility. The recommendations of this Commission 


dees not change this condition. 


Special Compensation 
There are about fifty separate special pays in the Uni- 


formed Services. However, this discussion will be concerned 
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with only two of the hazard-~incentive special pays, submarine 
and flying, duty. 

Ac the present time, both of these duties receive a 
S06 imerease of base pay as an incentive for personnel to enter 
these duties. Pricer te World War IIT, submarine officers re- 
e@ived a 25% increase of base pay, and qualified submarine 
enlisted personnel received $25 additional per month. Avia- 
tion personnel have received the 50% Gifferential for many 


years. 


Proposed Hazard Incentive Rates 
The Commission has recommended the following rates of 


incentive hazard pay for flight and cubmarine duty be insti- 














tuted: 
TALLE VI 
RATES OF HAZARD INCENTIVE PAY 
Officer Personnel Enlisted Personnel 
a ae oe 

Captain 75.00 
Commander 67 .50 
Lieut. Comdr. 60.00 
Lieutenant 52.50 
Lieutenant (js) 45.00 
Ens icn 37.50 
Warrant Officers 30,900 


At first glance it weuvld appear that these havard- 
incentive pay rates would decrease greatly the extra compen- 


Sation received. Actually, there would be little reduction 


a 
——— OL Oe eT ae oa ake ade 
= —i oa 

on ee Th tee cee ae 

et ef ey Pa oe ae eae CP 
Oe eee Of) et eee ee eee oak eee 
oe lee eo oom oe ro ore 
ee Ue ed em ee ey elie 
pee” Lpteeewre © 08 ee ow! oe ae? 
= 


oe ed a. 
- a 
pe 


me IY Re IN om 
shee 




























a 


. — ee 
he | le — 


Ts 


fig 


— ea yew 
wont a 
ee 




























63 


der there will be an 





of pay and in the case of Lieut. Comaar 
increase of total compensation received. In the enlisted 
personnel, thie group would receive a reduction in incentive 
pay of about 156. 

The Commission justifies the nigher hagard rate of pay 
on these grounds (1:27): 


1. Special pay must be in proportion to basic 
pay. 


2. Officers are generally ordered to sreater 
special responsibilities than enlisted per- 
sonnel on hagardous assignments. 


3. With respect to flying particularly, Geath 
roatea for enlisted personnel have been con- 
sistently lower than for offlcers. 


Sea and Foreign Duty Pay 

The Comission, in Recommendation $, recommends that 
additional pay for sea and foreicn service duty be aboliched, 
while at the same time the pay for enlisted personnel should 
be set at $15 per month for each month spent at sea or in 
foreicn duty. 

To foliow the logic of the Committee's thinking on this 
subject, its position is queted in full (1:28,29): 


The Commiscion has concluded that sea duty 

for naval personnel, as well as oversea duty for 
the Army or Air Ferce, although probably invelving 
nore inconvenience than military activity ashore 

or a¢ home, is a part of their normal career. As 
such, it does not parallel the Highly unusual for- 
@ign assignment in industry or the Pederal Civil 
service for which an incentive premium is offered. 
Even here, the top administrator receives relatively 
littie extra pay for an oversea position. Officers, 
especially, do not deserve extra pay for this type 
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of duty, since the pay recommended for them is 

apportioned to their relative responsibility as 

executives and administrators, regardless of their 

site of operation. Additional compensation ia 

unnecessary and undesirable for work which should 

be expected as a normal incident In a chosen career. 

Unusual expenses incurred by virtue of foreign or 

sea duty may be reimbursable under the Post and 

Duty Allowance recommended by the Commission. 

For enlisted personnel, the Commission pro-~ 

poses a flat rate increase, as in keeping with 

accepted industry practice for disagreeable or 

unpleasant work and as & morale factor. A percent- 

age of pay increage for these duties beara no rela- 

tion to the inconvenience felt by the individual 

nor is the unpleasantness in proportion to the 

gerade or pating. 

Tre Commission is basing ita recommendations on a com- 
parison of salaries and wages paid in Industry. It was stated 
earlier that the industries the Commission took as its models 
matehed well with staff officer duties and responsibilities 
but not much consideration was given the line officer. The 
Commission states that Industry grants incentive pay for over- 
seas aucsignments, but for the naval officer, this is to be 
considered part of career activities, and the site of opera- 
tiens is not to be considered. 

When considering enlisted personnel, the Commission 
stetes that in keeping with industrial practice in paying 
for disagreeable and unpleasant work, and as a morale factor, 
it recommends the additional pay of $15 per month for sea 


duty. 





= es 






ae 
= 


iow a oe oe ws 
— Le SS 
— com 4 = Times S Lowe -_ 
ek ~ > = 
7 i 





con oe 
me, — 


ea. eet om eed 
+ oe plies © a nen 


1S ah) eet tl et 
ee ee ee | 
ee be et CY ee a Ho Come 
7 Rees te, de? Oe 
Se ee ae et ee 
— Aten eh cc 
— my me owe 
ay inden, i 
ee oe 


eap? 3S eee6 ; 





























7 








In its inteeduction te this phase of ite findings, the 





Commission atates thet a retirement plan couwlid be urged 
these ressona (1:30): Aa an attraction to get the best men 
in the Services, ta fulfil the Government's social ebliga- 
tions to ite employees, as an edministrative aid to separate 
the unfit, and in meeting the superarnuation problem. How- 
ever, the Commission denies ali except the last reason. It 
claims the only valid reason for 4 retirement program is to 
handle the superannuation problem. 

The nein thesia of ite plen is that if the pay scales 
are comparable te those paid in Tmdustry, then by a priert 
logic the retirement benefits should be comparable. In the 
April 9 issue of the Army-Havy Air Porce Register (4:1), the 
report of the Naval representative who defended the views of 
the Ravy on this subject was steted. It gave the complete 
report of the remarke ef this officer when he appeared before 
the Armed Services Subcommittee of the Congress which was 
investigating the recommendations of the Hook Commission. 
Thies presentation was too long to record here, but 16 described 
completely the logic and elshty year history ef the naval 
retirement system. 

The recommendations of the Commission on this subject 
were Sis in number. Net all will be inoiuced in this dis~ 


oueaion. 
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It was stated previously that the personnel policies 
of the Navy are often vacillatory in nature. In 1947, the 
law relating to voluntary retirement was chensed, permitting 
officers to resien after twenty years comelssioned service; 
prior to this time thirty years service wae required. This 
chance was effected for several reasons. It gaeve an added 
inducement to reserve officers to accept a commiscion in the 
regular Navy; and more important, it permitted officers to 
resien after twenty years service to prevent stapnation of 
promotion. — The rapid rise in rank occasioned by the war ad- 
vanced many officers years ahead of the normal rise through 
the intermediate ranks. As a result, many officers presentiy 
in the rank of Commander would heave had to spend twenty years 
or more in the ranks of Commander and Captain, excepting the 
very small percentase which would be selected to flag rank, 
if the thirty year service requirement were maintained. To 
remove this hump, earlier voluntary retirement was logically 
reduced to twenty years. It could be expected, too, that the 
physical and mental drain on these cfficers occasioned by 
the war woule reduce their effective service in the Navy after 
twenty years. 

However, the Commission does not consider this reason- 
ing valid, and in Recommendation 25, advises that voluntary 


retirenent should not be permitted until after thirty years 
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67 
commissioned service, or the right to retire after twenty 
years service if age sixty has been reached. 

The Commission recommended that the retirement plan 
should be non-contributory with all costs beings met by the 
Government on @ pay-as-you-go basis, that is, without funding. 
This recommendation was based on the fact that the Government, 
contrary to Industry, has the power to tax; that any special 
funding would serve no useful purpose and only introduce 
needless bookkeeping. At a press conference in Washington, 
in March 1949, the President of the United States recommended 
that all Uniformed Service persommel have 6% cf all salaries 
withheld to defray the cost of the retirement plan, that is, 
& contributery plan. In light of the fact that the low sal- 
aries paid military personnel have been aseribed to the fact 
that it was helping to pay for the retirement plan, these 
Giametric views are irreconcilable. 

The payment of severance pay or short term benefits for 
those persons involuntarily seperated from the Service is 
sound. The Personnel Act of 1947 stated the policy that un- 
qualified and misfit officers should be separated from the 
oervice as early in their careers as possible, so as to permit 
them to start another career in some other field while still 
young end vigorous. The previous policy hed been a steady 
attrition of officers by the selection system. Thus many 
officers vould be involuntarlly separated from the Service 


after having devoted the productive years of their lives to 





« 





a St eee Ce Oe oe eee eee 





i 
owt be eee ee fh te pee a 
ell lle! all, mma, Sn a, 
Lt ot et mh a a mi; [iil 
SE) ee Gee me my NS 
i ke -) 
EO i mm mmm agama, i, eal 
ee ee et ee 
ote (28 ee oe ee ee ee 
28) Ch oe te te et ee + ole 
ee ee eG Ps 
ee ee ee es en Lh 
a nk ele ee ee tee A 
NAA oe ey 

2 ee ee er 
— a ee ee, ey 
ee oe eee Ee eee ee 
ye ew! re ee er te ae 
Kee 02 Wf AL Of eee fee 6) et eee 
6 Ce ce te Ome ees oe Pe 
me io eee eee ee <n ey 
—_e ee eee dd eee 
~<a on — ee | Pe Se Gee Se 

Oe ami Ome of ee See Oe Gee Ge eee 




























68 

the Service and would be too regimented in a Naval career to 
be successful in some other civilian pursuit. A navel offi- 
cer, after spending ten to fifteen years in the naval service, 
develops few skills which can be transferred to a civilian 
pursuit. Only after post-graduate study is he qualified to 
enter some civilian pursuit, and if he has spent many years 
in the Service, his services are not desired by many companies. 
He is past his prime and is not considered a good investment 
by most companies. 

The Cormiseion recommended that enlisted personnel be 
granted 4 retirement program comparable to that enjoyed by 
efficers. It would appear that this recommendation is not 


only sound but eminentiy fair. 


Disabliity Retirement 

Tne biggest change recommended by the Commission is 
that one affecting disability requirements. 

Under present laws, personnel retired because of phy- 
Sical disability are retired with 75% of base pay in the grade 
then serving. This pay is tax free. 

The Commission has offered these changes to the present 
laws (1:46): 

(2). (Those separated from the services 
for dis ability of less than 30 percent should receive 
severance pay as computed under Recorgmrendation 
28, With a minimum of 3 months full pay, or a service 


retirement penerit, if eligible under Recommendation 
25 B or 26 B). 
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(3) Periodic physical examinations should be 
made during the first 5 years of retirement for 
Gisability. If during the S~year period the person 
is found physically qualified for active duty and 
hes not reached age 60, he should be returned to 
active duty; if not found quelified for active duty, 
determined as of the end of the S-year period, and 
the person has had @0 years of service, including 
time spent on disability, and has reached age 60 
for officers, or ase 50C for enlisted personnel, 
Gurins the S<year period, he should be reclassified 
to a service retirement status. 


(7} Persons eligible for voluntary service 
retirement, who are removed from the active list 

by reatzon of disability, should have retired pay 

computed and paid under the service retirement 

provisions. Such removal should be deemed a serv-~- 

ice retirement. 

Previously, the degree of disability did not affect the 
eanount of retirement pay. It is noted that by paragraph 
(2), severance pay only would be granted. 

The securlty generally spoken of as regards a career 


in the naval service is what the Commission now proposes to 





remove by law. The security given naval personnel was the 
knowledge that if they were rendered disabled from any cause, 
the retirement benefite would at least provide a very modest 
living if they were unable to take up other pursuits. Con- 
Sider the fact that for years the Navy has offered this as 
an inducement ené an incentive to make the Navy a career. 
This security, were it sumearily removed, would remove the 
best incentive the Navy presently has. 

It is noted in paragraph (7) that if a disabled person 
iS @ligible for @ service retirement at the time of his dis- 
ability, he should be retired under the service retirenent 


provisions. 
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7O 
Continued Study of the Problem 

The Commission, in Recomuendation 30 (1:52) suggests 
that continued study of personnel prebliems in the services, 
including a current review of the proposals of this Commis- 
sion, be undertaken in the office of the Secretary of Defense. 
This is obviously of great import at this time, and the recon-~ 
mendation is a wise and sound one. 

it is obvious that the probleme of the Commission were 
complex. By some of their recommendations, they would remove 
many inequities which have long existed in the Uniformed 
Services. However, it would appear to the author that some 
of their recommendations would introduce policies which are 
in themselves unsound and ill-advised. 

It does not seem sound to group combat services, pro- 
tective services, and medical services under the same uniform 
compensation plan. The job analysis of a combat man reveals 
one a1] pervasive factor, namely, to kill. That is what 
he is trained for, his mission and his only reason for being. 
it is not found in any job analysis in Industry. The hours, 
the working conditions, the inconveniences, and the imperm- 
anence of home life, do not have a similiar counterpart in 
ingGustry. In this instance, by trying to resolve @ ware and 
Salary policy comparable to one in Industry, the Commission 
hes been illogical and unfair to the line and the field offi- 
cers and men of the combat services. The Commission apparently 


has not grasped the concept that life at sea is etill dancerous 
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7a 
that an officer is on duty at all times, and tinat the work- 
ing day at sea requires about 16 hours under normal circun- 
Stances . 

It would seem to nave been sore logical to have drawn 
up a pey structure for the Combat Services, one for the Health 
Services to include all the doctors now presently serving in 
the Uniformed Services, and a third for the protective serv- 
4ees of the Coast Guard and Coast and Geodetic Survey. 

However, Ghe most encouraging aspect of the entire re- 
port is the fact that the work has been done, and that a 
continued study may be made of this complex problem. It 1s 


one which requires such a continuous anelysie end study. 


Effect of the Present Pay Structure 
The inadequacy of the present pay structure is reflected 
in the resignations submitted. In Table VII (9) are shown 
data on male officer resignations submitted to the Navy during 
the period 1 March 1948 -~ 1 March 19049: 
TABLE VII 


RESIGNATIONS SUBMITTED DURING PERTOD 
MARCH 2048 - MARCH 1949 






USNA GRADUATES (NON-USNA GRADUATE 
ner 
Reasons|Pay | Other Reasons 


Resicnatione Accepted $5 112 
Resignations Disapproved 18 LO 
POTAL 63 L52 












at oS 





Te 

4n anelyeis of Table VIT shows that for Naval Academy 
graduates, 436 of the resifnations submitted were based on 
economic reasons, whereas for non-Haval Acadeny officers, 
29.3% of the resignations submitted were based on economic 
reasons. it is interesting to note that of the 237 resimme- 
tions gubmitted by Naval Academy trained officers, 125 or 
54.16 were disapproved. However, for the 215 resignations 
gubmitted by non-Naval Aca@emy officers, only 58 or 27% were 
disapproved. Thue a Naval Academy sraduate has just 50% as 
good a chance to voluntarily separate himself from the Navy 
as dees a non-Acadeny craduate. 

in Table VIII (10) are show Gata which break dow the 
vesicnations sccepted during the period 1 July 1945 te 1 April 
i949. These data include resignations accepted from naval 
NUPSE|R . 
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fn analysis of the 589 resigmations accepted shows that 
the Line had 46.46 of the total, the Supply Corp 6.&% and 
the Nurse Corp 41.6%. The hich percentage of nurses' resig- 
nations was probably caused chiefly by marriages. It is 
apparent that most of the Staff Corps are satisfied with a 
naval career, whereas the line is by comparison much lese 
satisfied with the Navy es a career. 

Regulations coverning, officers resieonationsa are taid 
down in the Bureau of Naval Personnel Manual, 1949 (7:2%9). 
Article C-10336(c) states, “An officer submitting his resig- 
nation wili include in the letter submitting 10 the precise 
reagon for submitting the resignation.’ 

These reasons, with amplifying remarks, follows 

1. Pay: This includes reasons involving either 

comparative or absclute statements concerning mone~ 

tary returns. It includes statements of availa- 
bility of a civilian job at higher pay, insufficiency 
of Navy income, criticiom of Pinancial prospects 

in the future, or any other reason which reflects 

dissatisfaction with the pay or the pay scale of 

the Navy. 

2. Promotion: This includes reasons involving dis- 

satisfaction with or eriticism of the prospects 

or plan of promotion in the Navy. Tt also includes 

statements involving professional development in 

tne case of Starf Corps personnel. 

3. Home Life: This includes reasons relating to 

instability of home life, deprivation of home life, 

family obligations, care and up-bringing of chil- 

Gren, dependents social welfare, housing difficul- 

ties, and domestic discomi. It also includes 


atatements concezmming the health or welfare of 
dependents or parents. 


4%. Personal Incompatibility: This includes state- 
ments which declare or imply unhappiness or dis~ 
satisfaction with regard to naval life or professional 
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7h 
interests. It also includes stated lack of inter- 
est in @ naval career, ea desire for freedom, tem- 
peranental and maladjustment, or a preference for 
the civilian way of life. 


5. Edweation: This includes a11 statements of 
desires or pians for further civilian education. 


6. Physical Complaints: Thile includes statements 
which declare @ tact of physical fitness or a phy- 
Sical allment which is aggravated by naval service. 
An analysis of 100 resignations ascribe the reasons for 
resignins as shown in Table IX: 
TABLE TZ 
 RSASONS FOR RESTCNING PROM U. 5S. NAVY 





Reason Reason Nuwaber 
Pay Pergonal Incompatibility AS 
Premotion Education iv 
Home Life 5¢ Physical Complaints 4 
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it is evident that pay, lack of home life, and the dif- 
Piculitiles attendant upon @ naval career are the chief sources 
or dissatisfaction. 
an analysis of this data shows how Important the home 
life factor is in the total satisfaction in a naval career. 
hig aspect of the working conditions attendant in a naval 
career were possibly not given much weight by the Commission 


in its study of the problen. 





CHAPTER VI 
INCENTIVES IN THE U. S. NAVY 


Before examining the incentives presentiy in use in the 
U. S. Navy, it is necessary to study the personnel who are 
entering the Navy today es recruits. 

General Omar HN. Bradley, U. 3. Arey, in an article 
written for publication in en American magazine (6:14) queted 
an eminent psychologist's analysis of the new Amay recruit: 
“Phe postwar soldier is younver than his wartime brother, 
healthier, better schooled, anc more adept at iearning. He 
48 also plainly undisciplined, jealously aware of his rights 
but not of his responsibilities. Moreover, he is mercenary 
and antagonistic to authority in almost any form." General 
Dradley was at that time the heac of the Veterans Administra- 
tion. It is saefe to say that the same analysis will apply 
to the present-day Navy recruit, as the source for both is 
the same. 

This, then, is the product of our times, the clay which 
the Navy recelves to mold into a disciplined, alert, capable 
man o'wareman. Te mold, at the same time, into a better 
citizen is part of the goal. This is a real challence to 
the officers and men of the Navy. 
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Another question which should be answered is why do men 
enter the naval service? A survey (11) conducted in 1947 
recoraed the reasons most frequentiy given by new recruits 
why they entered the service: trade training, 39.6%; travel 
and adventure, 30.2%; to get away, 20.75; pay security, 15.3%. 
In the author's experience reason one and four reflect some 
maturity and the effectiveness of the Navy's recruiting pro- 
npasenda. However, reasons two and three reflect the immature 
thinking of some of the new recruits. Those who enter to get 
a trade training, having a well defined soal, will probebly 
be the least troublesome. It is this group generally who 
apply themselves, work hard, and are not disciplinary problems. 


> 


i% is this group which the Nev would ilke to develop into 
career enlisted men. it is the people of this group who have 
Go be sold tne Navy way of life. If they do reenlist, the 
personnel of this group usually develop into excellent men, 
the group who are attracted to the Navy for pay secu- 
rity alone taxe the middle of the road. They generally pro~ 
vide no special problems, are easily satisfied, and are ex- 
eellent models of mediocrity. The personnel who enter the 
aervice for travel and adventure, or just to get away, are 
generally as happy as the Navy is when the end of their en-~ 
listment arrives. The immaturity of this group makes them 
easily dissatisfied, the srumblers and shirkers, and the poor 
producers. It is this group who are usually the disciplinary 


problena. 
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The security offered in the Navy is presently of @ higher 
order than Industry can offer. All the personnel in the 
Navy, both officer and enlisted, are ¢alaried personnel. 
Although it is lower for the officer group than for comparable 
positions in Industry, the fact of guaranteed wages for fifty 
two weeks of the year cannot be equaled by Industry. It has 
been pointed out that only about 1% of the laboring force in 
Industry is covered by cuarenteed wage plans. 

Organised labor is seeking sick benefits which include 
hespital insurance, surgical insurance end the like. Ail 
navel personnel ere hospitalized when necessary, and adequate 
medical care can be received at any ship or station without 
eost. All pay and allowances continue whether on full duty 
or on limited cuty. Full dental care is also provided for 
all naval personnel. 

in the event of a disability which prevents further 
naval service, pensions are provided. However, this incentive 
to enter the Navy for a career will be greatly reduced if the 
Hook Committee recommendations are followed. This has always 
been one of the strangest incentives for entering the Navy 
as a career. However, with the introduction of the sever- 
ance pay concept. this incentive Wil be diminished. 

industry has besun and in many caces has overtaken the 
Navy in its penaion system, particularly for the executive 


positions. However, few industries can compete with the 
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78 
pension plan for enlisted persemmel. The Bureau of Naval 
Persomel in one of its recruitment pamphlets (6:5) has esti- 
mated that to provide the pension a Chief? Petty Officer re- 
eceeives after twenty years service would require the purchase 
of an annuity costing $32,000. After twenty vears service, 
and upon transfer ta the Fleet Reserve, a Chief Petty Officer 
receives retired pay of $107.25 per month. At present, the 
mine workers receive $100 per month from the Mines Welfare 
Fund administered by the United Mine Workers of America wpon 
reaching age sixty; this is exclusive of social security. 
Considering the fact that members of the Armed Services are 
not @ligible for social security, the disperity existing 
between pensions in Industry and in the naval service will 
soon be bridged. If the Unions win pensions from private 
Industry, then these pensions, coupled with social security 
and o1d age pensions, would soon outstrip the benefits re- 
egived from navel pensions. 

Officers can presently retire from the U. S. naval serv- 
ice after twenty years service, at 50% of the base pay. This 
dees include longevity, but does not include rental, subsist- 
ence, OFT any other allowances. 

fmother sense of security is sranted navel personnel 
by always being provided food and Living space. This does 
not include dependents, but for many enlisted personnel, 


this factor is of great value. 
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The naval service offers incentive pays for apecial 
duties and services. Submarine and Plight percomnel receive 
SOG of base pay extra as compensation for these types of 
duties. Deep sea divers, personnel serving at sea or forelgn 
duty, ard submarine rescue perconnel recelve extra compensa- 
tion when engaged in these duties. 

Enlisted personnel who serve as messmen are paid $5 
per month extra while so acting in that detail (7:44310). 

Enlisted personnel receive $2 per month extra compensa- 
tion for each award ef any of the following medals: Medal 
of Honor, Distinguished Service Medal, Distinguished Fliyins 
Cross, Navy Cross, Nevy Silver Star Medal, and the Navy and 
Marine Corps Medal (7:A%307). 

Enlisted personnel who are qualified in the armas which 
they may be required te use may be paid nat in excess of 
five dollars per month of extra compensation (7:A4308). 


Peeling, of Belonging 

Industry tries to engender a feeling of belonging 
to its workers. Most companies tocay enter the coummity 
life where thelr plants are located. Many companies have edu- 
cational programa to more clearly identify the workers with 
his work and the entire orsanicational atructure of the con- 
pany. Many companies hcld enmueal open-house at their plants 


so the workers can be host to thelr families and the cormunity. 
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The plant newspaper is sent to the homes of the workers, 
enabling the entire famlly to heve a Peeling of being 2 part 
of the company. Wew workers are generally assicned to an 
Slider worker who will Introduce him and make him feel at home 
in his new envirorment. All of these techniques are used in 
whole op in part by most forward thinking companies to make 
their employees feel at home and part of the ormzanisation. 

ds stated earlier, the uniform itself engenders a feel- 
ing of belonging. Nowever, with ali the men cating, sleep- 
Anz, and working torether, the Navy has a bic advantage over 
TIndustry. Good leadership, fair personnel practices and 
treatment, are necessary to Gevelop this feeling into one of 
production and cooperation. The naval officer who feels that 
men in the Havy do not band together informally ac men do 
eollectively and formally in Industry is laboring under a 
misconception. There can be as much restriction of output 
in the Service as is done in Industry. Some naval officers 
mily recognize cliques when they @ppear amons the discipline 
violators. Informal social groupings exist throushout the 
Navy, and they can be a force for good or evil. In this 


restricted sense, there is a coliective ferce in the Navy. 


Movlilty and Promotion 

mane mobility for enlisted pergonmne] is as peod in the 
c@rvice as it is in Industry. No statistics could be found 
$O compare the average time required to reach foreman status 


in Industry and Chief Petty Officer status tn the Wavy. 
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GL 
Prior to the war, it usually required the average man from 
twelve to fourteen years to reach this rate. It is believed 
thet promotions in Industry are not as rapid aga are found 
in the Navy. 

The promotion rate for officer personnel is not as 
rapid as for enlisted personnel. Under normal conditions 
en officer cen expect tc spend the following years in each 
grade as indicated in Table x (7:C7102): 

TABLE 
NORMAL TERM OF SERVICE OF LINE OFFICERS 


Sees 3 inet " 








Qvede ev ae in Total Comalssioned 
rade (years) Service (years ) 
Captain %, 39 
Commnnder ¢ a 
Lieutenants Commander 6 13 
Lieutenant 6 12 
Lieutenant (junior grade} 3 G 
Ens iim 3 3 





LS MR 7 RN NS 








i? it is assumed that the average age of an officer at 
first commissioning is 23 years, an officer will be forty- 
@ight years old before he reaches the rank of Captain. 
Officers must be of thie grade to command capltal ships, 
shore stations, or squadron commander of destroyers or sub- 


marines. 


Character and Nature of the Work 
Pork in Industry is usually pepetitive and routine. 


Worl: in the Navy is varied, generally interesting, and in 
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52 
many cases more weaningful. This latter fact is most obvious 
in the machine shops of our shore establishments engaged in 
ship repair work. 

No comparative survey has been made in the Navy as wes 
done in Industry by the Fortune Poll in 1947. <A poll of 
factory workers disclosed the following information: 43% 
reported their work was interesting nearly all the tim, 
and 34% reported their work was interesting most of the time. 
Only 14% reported most of their work to be dull and monoton- 
ous, and just 6% reported their work to be completely dull 
and uninteresting. 

Qne factor of navy work to augment its interest is the 
travel and changing situations one continually meets. Visit- 
ing new ports, war games, shale-down and training cruises 
add a variety to the work which Industry is unable to match. 
However, this continuous chance is not advantageous for a 
small seepment of the Navy population. The older 2a person 
gets, or the more home responsibllities he has tends to make 
& nomadic existence less desirable. For some it weakens their 


sense of security (23:236). 


Quality of Supervisory Leadership 

& comparison of the quality of the supervisory leader- 
Ship in Industry and the Navy is difficult. 

“Pactory” (14:88-88) conducted a survey of factory workers 


in 1948 to determine their attitudes on various subjects. 
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On the question of leadership, 57% rated their foremen good, 
32% rated them as average, and 96 rated their foremen as 
poor. On the subject of “kmowing his stuff," 81% sald he did 
and 13% said he does not know much, while 6% had no opinion. 

No comparable information could be found regarding how 
enlisted personnel feel about the Chief Petty Officers and 
the Division Officers who have immediate supervision over 
them. However, if has been felt in the Navy that the quality 
of leadership displayed by these two groups is not up to 
pre-war atandards. The present petty officers in the sServ- 
ise do not have the training experience and seasoning which 
their pre-war predecessors had. The same comments would 
apply to the junior officers in the Navy. This is one area 
Whieh the Navy has tried to correct since the war. However, 
in the main, this leadership is generally considered good and 
is improving since the close of the war. Prior to the war, 
& close and amnlable relationship existed between the Division 


Officer, leading petty officers, and the men in the division. 


ship Service and Comuissary Store Privileges 

it has been the practice of many companies to conduct 
stores for their employees, to sell them company products at 
cost, or to permit the company purchasing agent to buy mer- 
chandise at considerable discount for company employees. 
Many companies have reported varying arounts of these serv- 


ices offered to their empicyees. The biggest criticism has 
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Qlways been from retall merchants located near the company 
operations or community where the majority of the employees 
lived. 

The Navy has offered these services to its personnel 
im a much more expanded program. Aboard ships it has canteens 
and ship stores where many articles of neceselity and confort 
are sold. At most of its shore establishments it conducts 
Navy commissary stores where household staples, meats and 
groceries are sold. Ship service stores also stock itens 
of clothing, necessity and luxury items. 

Prior to and during the war, navai personnel effected 
great Savings by purchasing through these outiets. Since 
the war, the commalasary and ship service stores have been 
of little benefit to neval personnel. The selling prices 
of most items are comparable to those found in normal retail 
outlets, and on some items, the prices are higher than those 
found im civilian stores. The best commendation for their 
eontinued existence is for the convenience of naval person- 
nel and their dependents. 

As was to be expected, since the war the retail merchants 
associations near Navy commissary stores and ship services are 
CLomoring that these services are in direct competition with 
them, and should be closed. The continued existence of these 
functions is now up to the Congress, and it is possible that 


many of them may be closed in the near future. 
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If this ehould happen, another service will be lost 
to naval personnel. The convenience and economy of naval 
personnel will suffer thereby. These services in the past 
have been of creat monetary benefit and convenience to this 
Broup, and are ea definite benefit to naval personnel and 
their families. 

Strangely enough, many officers' clubs which are now 
open to the Reserve componente of the services are subject 
to the same criticisms, i.e., operating in direct competi- 
tion with restaurants, cocktail lounges, and other places 


of entertainnent. 


Guaranteed Annual Wase 
It was noted that only one per cent of the total work 


force of the nation is covered by this type of guarantee. 
All officerg and men in the naval establishment are salaried 
personnel, and are in effect, operating under a guaranteed 


wage plan. 


Holidays 
industry in the main grants six paid holidays per year. 


Navy regulations (41:4rt.2186) state that the Ist of January, 
22 Pebruary, 30 Mey, 4 July, Labor Day, 11 November, Thanks- 
giving, 25 December, and any other National holiday as di- 

rected by the President will be observed as a holiday in the 
Haval establishment. This 1s a total of eight holidays con- 


pared to the average of six paid in Industry. 
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86 
However, naval personnel in a duty status on holidays 


do not receive premium pay as is the industrial practice. 


Paid Vacations 





it was found that there are a wide variety of paid vaca- 
¢Gion plans in Industry. In the Navy, officers and men are 
allowed 23 days per month's active service per year (42: 

Art .1283). Thus, for each year of service, thirty days! 
leave with full pay and allowanees is allowed. This plan 
is more penerous than Inductry presentiy offers. 

In the past, Navy officers and men were not given the 
opportunity to take advantage of leave each year. However, 
the present policy of the Navy Department is to encourage 
officers and men to take their full allowance of leave each 


year. 


CG 


sick Leave 








Pergonnel in the Navy who are sick or disabled are given 
full medical treatment at no charge. Full pay and allowances 
continue while in this status. If recuperation leave is 
found necessary, this leave does not subtrect from the annual 
Leave allowance. 

in comparison to the plans that Industry presentiy has, 


the sick leave plans of the Navy are more generous. 
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CHAPTER VII 


INCENTIVES IN INDUSTRY ADAPTABLE POR USE IN THE WAVY 


introduction 
In April of 1947, Senator Henry Cabot Lodge proposed 


that a complete investigation be made of the organization of 
the United States government. The result of this proposal 
was the formation of the Comalssion on the Reorganization 
ef the Executive Branch of the Government. This Commission 
had as chairman former President Herbert Hoover. This Com-~- 
mission has forwarded to Congress eighteen reports and twenty- 
five other summations by “task force’ specialists who had 
investigated every agency of the government. The cost of this 
Commission's work has been estimated to dete to be $1,900,000 
(35:2). Its purpose was to reorganize all agencies of the 
government to operate in the most efficient manner possible. 
in the course of his investigation, Mr. Hoover has 
charged the Armed Forces with inefficiency, extravagzence and 
waste (34:6). In another charge, Mr. Hoover is quoted as 
saying (35:3); “The soldier sometimes has little appreciation 
of how hard it is to earn a dollar. This same statement 
would be true if he had substituted sailor or naval officer. 
The disregard some officers and enlisted personel have for 
o7 
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83 
material, tools, and public property in general is of a high 
order. In the opinion of the writer, the waste and misuse of 
manpower by some officers anc petty officers is deplorable. 
In the course of this study, the following information was 
found (21:3): 


Since 1914-15 there have been riders attached 
to the Army, Navy and Post Office Appropriation 
Bills specifying that no part of the appropriation 
shall be avallable for the salary or pay of any 
officer, manager, superintendent, foreman or other 
person or persons having charse of the work of any 
employee of the U.S. Government while making or 
causing to be made with a step watch or other time- 
measuring device a time study of any job of any such 
employee between the starting and completion thereof, 
or of the movements of any such employee while en- 
gaged upon such work; nor shall any part of the 
appropriations meade in this act be available to pay 
any premiums or bonus or cash reward to any employee 
in addition te his regular wages, except for sug- 
gestions resulting in improvements or economy in 
the operation of any government plant; ... . (Public 
Lew 441+-77th Congress) 


® 


nls pider on the appropriation bills would tend to sub- 
BStantiate the statement of Harold Davies, Laborite menber of 
Parliament. Mr. Davies 1s quoted as follows (36:2): “There 
is only one difference between England and the United States-- 
you have bad politicians and good businessmen whereas we have 
good politicians and bad businessmen.” In effect, by this 


rider the Congress would tend to put a penalty on efficiency. 


Profit Sharing in the Navy 
lt is believed that this technique is adaptable to the 


Navy. it is proposed that it should be tested in this fashion. 
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The plan must be pretested on @ small group of vessels 
to determine its feasibility. Through the course of the years, 
the Navy has accumulated data on just how much it costs to 
run a naval vessel, say a destroyer or a submarine. It knows 
the cost of maintenance of the engineering, plants, the replace- 
ments of parts, and the expendable supplies and tools needed 
to run these vessels. With a careful compliation of these 
data, 1% could set the budget cost for maintaining and coper- 
ating each vessel in the Navy. For the engineering depart- 
ments, factors would have to be calculated for miles steamed 
and for days in port. The competition would include ail 
the departments of the vessel, and the budget would include 
a sehedule based on all title ‘C" items. Not to be included 
in the budget would be the payroll for the officers and crew, 
nor the ration allowance. The particular reason for not 
including the latter is the fact that some over~enthusilastic 
supply officers might try unwisely to save too much money 
on food, 

After calculating whet it has cost in the past as an 
average to run each type of vessel, the standard should be 
set at about S06 of the total cost in the past. The reason 
for this being to permit raising the standard in the future 
if experience later tended to validate this action. It should 
also prevent “rate-cuttings if the results should prove too 
advantageous te the crew. This is often a complaint of or- 


ganized labor working under incentive systems. As postulated 
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gO 
eerlier, this plan should be tested on only one vessel in 
each class before it is accepted as policy for all vessels 
in the Navy. 

The period of operation should span from the end of 
one overnaul period to the besinning of the next everhaul 
period, generally eighteen months. The difference between 
the estimated and actual cost to run the vessel for that 
period would be the "profit' to be shared. If the actual 
cost were larger than the estimated cost, then there would 
be no profit. All hands would share in a ‘share and share 
alike" basis, This would give each crew member an equal 


interest in the economical administration of his ship. 


Advantages for Profit Sharing 

Lt is realized that this concept is a radical departure 
from the present cost edministration of naval vessels. 

However, the following advantages could be predicted 
to accrue to a pian of this nature: 

1. It would prove to be the basis for one of the larg- 
est educational programs in the Navy. Too few officers and 
men know or appreciate the vast sums required to operate and 
maintein the vessels of the Navy. 

2, It would make the officers and men of each vessel 
cost-conscious. Im the promotion of each individual's selif- 
interest under a profit sharing plan, he would want to know 


the cost of each operation in a ship's daily routine. 
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3. Communications poth down and up in a ship's organ- 
igation would be facilitated under profit sharing. The desire 
for information would come from the bottom, and recorumenda- 
tions would start at the bottom of the line and work up. 

4, A greater feeling of togetherness would be engen- 
dered. Each person would be a member of a cooperative effort 
and each pergon would know hinmseif to be a vital and neces- 
gary member of the ship's erganizgation. Real esprit de cerp 
should result. 

5. Enlightened self interest would dictate a policy 
of cooperation of all hands. The reasons for many procedures 
in the service would pe more understandable to the enlisted 
personel . 

6. Inefficiency, lost motions, and wastage would be 
reduced. 

{. Work would become more meaningful for many of the 
officers and enlisted personnel. 

8. A value would be placed on the man-hour, and much 
waste of manpower would be eliminated er avoided. 

9. Profit sharing would resuit in no extra cost to the 
government; in fact, 1t+ would regult in lower costs to the 
government, by setting the standard at least 20% below pres- 
ent costs. 

10. The shares distributed to each member of the crew 
would augment the regular pay received, and enhance the 


etandard of living of each member of the Service. 
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13. <A system of merit rating could be administered more 
equitably. 

12. More dignity would accrue to each member of the 
erpew. The desire for status, as the importance of each 
persons! duties would be more clearly defined, would be 
satisfied. 

It is to be realized that permission to institute or 
even investigate profit sharing in the Navy would have to 
be approved by the Congress. Since so many acvantages would 
acerue to such an operating plan, 1¢ is worthy of further 


investigation. 


sugeestion Systems 

It would appear that sugeestion systems could legally 
be introduced into the navel service. Prom the previous 
study of this system in Industry and ite phenomenal success 
particularly during wartime, immediate institution of this 
plan is recomsended. 

The same advantages claimed for the institution of sug- 
gestion systems in the industrial situstion apply with the 
same Yorce to the naval situation. 

The same guiding principles for the successful operations 
of a Suggestion system in Industry are applicable to the 


Navy. 


Awards 
The awards for accepted supgestions should be given 


careful consideration. The award committees should represent 
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93 
both the offleer and the enlisted group. 

Competition could be set up for ship, force, fleet 
and all-Navy awards. Commanding officers would be the final 
autnority fer ship awards, and standardized regulations would 
be required to introduce uniformity and feirness in the dis~- 
tribution of awards. Prizes could include up-grading for 
enlisted personnel, special liberties, leave, cash awards, 
special recognition in the ship's paper, and notations i 
service records. 

Fron the savings effected as a result of suggestions 
received in Industry, it is believed that the administration 
of 2&2 Suggestion system would not result in extra cost to the 
government. Fron Industry's experience, it should result 


in definite economy for the U. S. Navy. 


Conclusions 

in view of the current emphasis on economy and efficiency 
in governmental departments, the profit-sharing plan and the 
suggestion system program should be thoroughly investigated 
by the Navy, and if found operable, thoroughly tested on a4 
small portion of the Navy. If the results of this experimental 
group prove the validity of these concepte, these plans should 


then be institubed in all branches of the naval establichment. 
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CHAPTER VIII 


SUMMARY AND CONCLUSIONS 


1. In the United States totiay approximately fifteen 
thousand firms have profit sharing plans installed. 

2. The greatest growth of profit sharing occurred during 
the past decade. 

3. Approximately 53% of all profit-sharing plans which 
have been inaugurated are succesaful. 

4. Companies currently operating under the profit-sharing 
principle are better situated financially to meet the new 
demands of organized labor regarding health, hospital, and 
disabliity benefits and pensions than most companies not 
operating on this principle. 

. 5. Suggestion systems in Industry were installed as 
early as 1698. 

G. During World War II, 93% of the companies reporting 
to the War Preduction Board had suggestion systems in opera- 
tion. 

{. suggestion systems have resulted in better labor- 
managsenent relations, and usually in financial gain for the 
company. 
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8. Pension plans are found in only about 5% of the 
contracts covering hourly employees. 

9. The granting of paid holidays in Industry has in- 
creased more than eight-fold since 1936. The most common num- 
ber of paid holideavs in Industry is eix Gays. This practice 
has been en outerowth of wer atabilization orders and wase 
acreenents since the war. 

10. Paid vacations are cranted by 75% of the companies, 
for hourly workers, and by 90% of the companies for office 
workers. The number of weeks granted is generally one week 
after one year's service, and generally increases with length 
of service. 

11. Only 26 of the manufacturing industries provide for 
sick leave, and only &6 provide it for office workers. 

12. Guaranteed wage plans are found tn 196 companies, 
covering sixty one thousand workers. 

13. The greatest incentive in the Navy is the security 
provided. The Navy provides a guaranteed wage, pensions, sick 
leave, annual leave of thirty days, medical and hospital care. 

14. The Advisory Commisaion on Service Pay for the Uni- 
formed Services is the first comprehensive study of the salary 
administration in the Araed Services sinee 1905, 

15. The recormendations of this Commission include a 
salary schedule comparable to that found in Industry. 

16. The recommendations of the Comission regarding pen-~ 


sions if adapved by the Consress would tend to lessen the 
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96 
security presently enjoyed by personnel in the Uniformed 


services. 


Conclusions 

A study of the incentives presently utilized by Industry 
reveals that the Navy enploys all but two of these piens. 

With the great emphasis in efficiency and economy in all 
government departments, these two plans, profit-sharing and 
suggestion programs, could be adopted for use in the U. 3S. 
Navy. 

A suggestion program could be established without re- 
sorting to Congressional appreval. The success this plan has 
had in Industry indicates that it could be as equally success- 
ful in the Navy. The advantazes claimed for e@ suggestion 
program in Industry should apply with the same force for the 
Navy. Its one particular advantage would be the status and 
personal satisfaction it would allow to ail members of the 
services who would submit acceptable suggestions. As the 
administrative cost of a sug¢estion program is small, the 
benefits cained by the Navy should result in worthwhile ecao- 
nomles. 

it would appear from a study of profit-sharing plans in 
industry that this plan could be adopted by the naval service. 
Permission would have to be obtained from the Congress before 
such &@ program could be studied or undertaken. Much data 


would have to be assembled, correlated and evaluated before 
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OF 
standards could be set up. The results obtaining in companies 
operating on the profitesharing principle should obtain equally 
Well in the Navi. This plan would make the Navy cost and 
economy conscious, and give all members a preater apprecia- 


tion of the cost te the goverrment of maintaining the Navy. 





sononies cowmld result from the pion for the covern- 
ment. The createst bencfit should result for the service in 
greater cooperation, better relationships between officers 
and men, end greater Job satisfaction in performing more 


meaning?ul work. 
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